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Tough action on
spending pledged
by EC ministers

finance ministers pledged
to take action to resolve the crisis in public
finances among member states, and accepted

“-fLiHf8 might ** ^uired to restore budget-
ary stability.
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°. a of grim warnings fromEC central bank governors, ministers agreed
that spending cuts alone might not be enough
to reduce public borrowing, which has soared
as a result of the recession. Page 14

Mortar kills 12s Twelve people were killedwhen a mortar bomb slammed into a crowd waiting
for water m Sarajevo, according to hospital reports.
Serbs tighten grip on ‘safe area’, Page 2

Apple Computer again lowered the US prices
of several of its personal computer products.
The move followed reductions in May and June,
as the company, which last week announced
deep job cuts, struggles to maintain its sales
momentum amid a price war. Page 18

Brtttan foresees wider trade deal: The
four-way tariff-cutting deal struck at the Tokyo
summit last week was merely a “down payment"
on a much larger prospective trade liberalisation
accord, Sir Leon Brittan, EC trade commissioner,
said in Geneva. Page 4; Tough talking taints
EC-Russian ‘partnership’ accord, Page 4

Intellectuals to monitor the far right
Forty European intellec-

tuals warned that the
political for right was
infiltrating the press,

publishing houses
aud universities and
announced the creation

.¥*& of a special monitoring
'» group. The 40, who

include Italian author
Umberto Eco (left)

and French semiologist

Jacques Derrida, said

the far right was conducting a “charm offensive"
to legitimise itself in mainstream circles.

Chance to regain power: The Thai air force

has been given an unexpected opportunity to

try to reassert control over Thai International

Airways, the country’s flag carrier, with the death
last week of its chairman. Page 3

Russian constitutional move: Russia nudged
closer to becoming a law-based state when its

Constitutional Convention approved a draft consti-

tution setting out the fundamentals of a democratic

country based on market principles. Page 2

Fannie Mae record; The US Federal National

Mortgage Association reported record second-quar-

ter profits of $458.3m as the favourable domestic

interest rate environment provided a foundation

for strong earnings growth. Page 18

Jail threat: German insider traders will face

a jail term of up to five years, according to a draft

law designed to enhance the competitiveness

of Germany as a financial centre. Page 2

QVC, a leading US television shopping network,

proposed a share-swap merger with its chief rival,

scandal-battered Home Shopping Network. The
deal would create a formidable power in the emerg-

ing market for electronic retailing. Page 15

UN initiative on Iraqi weapons: Rolf Ekeus,

head of the United Nations special commission

into Iraq’s weapons of mass destruction, may
Qy to Baghdad this week in a further attempt

to resolve the latest stand-off between Iraqi officials

and UN weapons inspectors. Page 3

Stamping out ticket exploitation: The British

government is to clamp down on ticket agencies

which exploit London theatregoers, especially

tourists. Some unwary visitors have ended up

paying £45 ($66) for a £7 seat. Page 14

Peace talks fail: Attempts to agree a ceasefire

in the struggle for the port of Sukhumi in the

Georgian province of Abkhazia broke down. Page 2

Kidnap fear: Warnings that tourists should

avoid eastern Turkey were renewed after it was

confirmed that a missing British engineer and

his Australian cousin had been kidnapped by

the rebel Kurdistan Workers’ party.

Intel, world’s largest computer chipmaker.

reported record revenue and earnings for the

second quarter and said that it has shipped more

than 10,000 Pentium chips, its new high perfor-

mance microprocessor. Page 15

Earthquakes hit Japan: Two strong earth-

quakes rocked northern Japan, and seismologists

warned that tidal waves could hit coastal areas.
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Possibility of link with VW’s Lopez probed by German prosecutors

Secret GM documents found
By Christopher Parkes
in Frankfurt

GERMAN PROSECUTORS are
looking for links between Volks-
wagen’s controversial new pro-
duction director Mr Josfi Ignacio
Lopez de Arriortua and secret
General Motors’ documents
found in a Wiesbaden apartment,
according to legal officials.

Investigation of the US group’s
claims that Mr Lopez and junior
colleagues took confidential
information with them when
they defected to VW this spring,
took a new turn yesterday after

confirmation from Opel that the
discovery included details of a
top-secret model planned by
Adam Opel, GM’s German subsid-

iary.

It also emerged that Mr Jorge

Alvarez Aguirre, who lived In the
apartment until recently, was for-

merly involved in Opel’s new
model policy through his job as
head of Opel's advance purchas-
ing department
Mr Alvarez was one of two

Opel employees who switched to

VW shortly after Mr Lopez, head
of global purchasing at GM,
joined the Rinnan company in

March. A further five members of

his US team also moved to VW at

around the same time.

“It is not only a question of the
papers we found. We also have to

see if there is proof that Mr
Lopez has anything to do with
the matter," Mr Georg Nauth.
spokesman for the Darmstadt
prosecutor's office, said yester-

day. Interviews with VW and
Opel employees were continuing,

UN rejects call

to halt Somali
military action

but the issues raised by the Wies-
baden discovery made it “hard to

say" how long the investigation

would last, Mr Nauth said. There
were many questions to be
answered. For example: “If Mr
Lopez bad asked to see or saw
the papers".

Four large boxes of documents
had been discovered, “which did
not belong where they were
found," Mr Nauth added. He
refused to confirm that they
included details of Opel's most
important current project - a
cheap mini-car codenamed the
“O-car”. But that was not to say
reports to that effect were wrong,
he noted.

The O-car, which has several

codenames, is a new cheap mtni-

vehicle, due for launch in the sec-

ond half of this decade. The con-

:x»*7

cept bears a striking resemblance
to a projected “people’s car"
announced since Mr Lopez’s
arrival by Mr Ferdinand Pi&ch,

VW rhainnan
Opel’s plans for a super-lean

works to make the vehicle, provi-

sionally earmarked for Hungary,
also closely match those unveiled
recently by Mr Lopez for his
homeland in the Basque country,
northern Spain. Mr Lopez played
a leading role in developing
Opel's project, and it was his dis-

appointment that it would not be
built in Spain which led to him
leaving GM and being appointed
head of production at VW.
VW. which last week stated

that the Basque works would not
be built “at this time," yesterday
repeated its claim that none of

the documents was secret A law-

yer speaking for Mr Alvarez
made a similar claim, although
he admitted he had not seen the

papers.

Meanwhile, Mr Lopez and Mr
PiBch were accused of “grave
abuse of confidential data" by the

bead of the automotive industry
research centre at Bamberg Uni-

versity. Mr Wolfgang Meinig said

information on vehicle parts
price developments, displayed at

the VW general meeting, was
taken from a secret report pre-

pared for the VDA motor indus-

try association.

The centre had specifically

asked for this information to be
treated as especially confidential.

Opel leak. Page 2
GM cautious on third

quarter. Page 18

By Michael Littlejohns in

New York and Leslie Crawford
in Nairobi

THE UNITED NATIONS last

night rejected an Italian govern-

ment request to suspend military

action in Somalia following the
worst bloodshed in Mogadishu,
the capital, since UN troops took

over the peacekeeping operation

from the US in April.

More than a dozen Somalis
died when UN forces bombarded
a command centre of General
Mohamed Farah Aideed, the fugi-

tive warlord. A Mogadishu mob
then killed two foreign journal-

ists, a Briton and a German, in

revenge. Two others were
wounded and a further two
remained missing last night

The crowd paraded the bodies

of 16 Somalis who had died in the

air raid and said more were lying

in the ruins of the Aideed com-
pound. Supporters of Gen Aideed
claimed up to 73 Somalis were

dead, but a UN official said only

13 Somalis were killed and about
11 wounded.
Tension has escalated since

Somali gunmen ambushed and
killed 23 Pakistani peacekeepers

on June 5. Since then, a further

22 UN soldiers have been lrillpri.

Many more Somalis have died

during nightly air raids against

Gen Aideed's strongholds. But
the UN military operation has
failed to capture the defiant gen-

eral, who went underground after

an arrest warrant was issued
against him on June 17.

In Rome Mr Fabio Fabbri,

Italy’s defence minister, said he
would ask the US and the UN to

suspend combat operations in

Somalia in an attempt to reduce

tension in the former Italian col-

ony.
“We suggest a cooling-off

period to reduce tension, the sus-

pension of combat operations and
a renewed effort to restore dia-

logue.” he said. Italy has
deployed 2,600 troops in Somalia.

But Mr Joe Sills, a UN official

in New York, emphasised that

peacekeeping operations were
mandated by the UN Security

Council and were not subject to

decision by individual members.
He told reporters that Mr Bout-

ros Boutros Ghali, the UN sec-

retary-general felt “very
strongly” that in any UN opera-

tion the force commander most
be In total control, while working
within the Council mandate.

m 'm
ZiM;

Somalis pass through a Mogadishu checkpoint manned by Italian UN troops searching for weapons on
Sunday. The picture was taken by Hansi Krau&s, the Associated Press photographer killed yesterday

Japanese banks halt

loans to debt-laden

property developer
Bv Robert Thomson In Tokyo

LONG-TERM Credit Bank of

Japan and four other leading Jap-

anese banks yesterday said they

would halt lending to EIE Inter-

national, a once-aggressive prop-

erty developer now weighed

down by Y700bn ($6.5bn) in debts.

Japanese banks have tradition-

ally been reluctant to cut their

lifelines to debt-stricken corpo-

rate customers, but the EIE Inter-

national case could mark the

start of a tougher approach as

the banks write off a mounting

pile of non-performing property

loans.

EDS International owns hotel

resorts and office buildings in the

UK, the US, Australia and south-

east Asia. Its break with the

hanks came after a dispute with

LTCB. which has Y190bn in loans

outstanding to the company,

about half of them defined as

“bad”.
LTCB said any loan losses

would be covered through the

sale of its long-term holdings of

shares. The bank said the deci-

sion to confront the bad debts

was taken in the interests of
“financial soundness”.

The removal of LTCB's support

raises questions about how the

EIE group will service its debts

from now on since the move

sends a clear signal to other
hanks that it will no longer be
responsible for the developer’s

debts.

Trading in two affiliates of the
unlisted EIE International was
suspended yesterday. Sea-Com, a
shipping and resort company, is

listed on the second section of

the Tokyo exchange while Elec-

tronic and Industrial Enterprises,

an electronics supplier, is traded

on toe over-the-counter market
Mr Harunori Takahashi. presi-

dent of EIE International, called

a staff meeting yesterday to reas-

sure them that the company
would continue trading.

EIE group and its bankers,
LTCB, Mitsui Trust and Banking.
Mitsubishi Trust and Banking,

Sumitomo Trust and Banking
and Nippon Credit Bank, have
been renegotiating a restructur-

ing package. The banks say the

developer was unwilling to

accept terms, which included a
quickening of property disposals.

Mr Takahashi still has a
remarkable collection of build-

ings, though it is undear how
many will be left in his control if

the hanks begin calling in their

collateral. His group owns Bond
University in Australia and lux-

ury hotels in several countries,

including a floating hotel moored
on toe Saigon River in Vietnam.

Mr Sills refused to single out

Italy for reproach and com-
mented that “a number” of pro-

viders of UN contingents had
sought a freer hand in Somalia.

General Bruno Lot the Itahan

commander, is said often to have
failed to consult the UN force

commander, Turkish General
Civek Bir.

Top Israelis

met PLO at

peace talks

says Arafat
By Mark Nicholson in Cairo and
Julian Ozanne in Jerusalem '

SENIOR Israeli and Palestine

Liberation Organisation officials

held their first-ever direct discus-

sions during last month's Middle
East peace talks in Washington,
according to Mr Yassir Arafat,

the PLO chairman.
Mr Arafat told Reuters news

agency in Tunis that there were
two meetings in Washington
aimed at breaking the deadlock

in the talks, but they were
“unsuccessful".

The claim of government-
backed contacts was denied in

Jerusalem by the office ofMr Yit-

zhak Rabin, the prime minister,

and by Mr Shimon Peres, the for-

eign minister. However, a Labour
member of parliament said his

PLO contacts confirmed that

Labour MPs had met toe PLO,
although only with “semi-offi-

cial" backing.

Direct dialogue with the PLO
was expressly proscribed by
Israel in its conditions for enter-

ing the peace process, on the

grounds that it is a terrorist

organisation dedicated to the

destruction of the Jewish state.

However, the Israeli parliament

Continued on Page 14

For example, on July 2 when
three soldiers were killed and 30
wounded in an ambush of 800

Italian troops, tbe UN was not
informed in advance of a weap-
ons search operation in which
the Italians were engaged, and
learnt about it only when urgent

American support was requested.

Gen Bir has American and

Pakistani deputies, but the Ital-

ians have accused the UN of run-

ning the show and have them-
selves sought a bigger role in

decision making.
In Mogadishu the dead Euro-

peans were named meanwhile as

Mr Dan Eldon of Reuters and Mr
Hansi Krauss of AP. Both were
photographers.

Franc falls

further

despite

German
support
By John Ridding in Paris

and Emma Tucker in London

THE Bundesbank intervened in

international currency markets
yesterday in an attempt to sup-

port the French franc, which
came under attack in the Euro-
pean exchange rate mechanism.
Heavy selling of the franc

pushed (t below FFr3.41 to the

D-Mark, less than two centimes
above its ERM floor of FFr3.4305.

The franc closed in London at

FFr3.416, around its lowest level

since the beginning of the year,

compared with last Friday's close

of FFr3.389.

As well as intervention by tbe
German central bank, the franc's

fall prompted a statement of sup-

port from Mr Theo Waigei. the

German finance minister.
Mr Waigei said the fundamen-

tals of the French economy were
still healthy and confirmed the

strength of Franco-German
co-operation in monetary policy.

Speaking in Brussels at a meet-

ing of economic and finance min-

isters, Mr Waigei said further

cuts in German interest rates

were both possible and desirable.

The Bundesbank council meets
on Thursday, but analysts dis-

counted the prospect of a cut in

rates unless pressure on the
franc became more acute.

Analysts said the franc had
been weakened by pessimistic

reports about the French econ-

omy. A report last week by Insee.

the national statistics office, fore-

cast that gross domestic product

would fall 0.7 per cent this year

and that the unemployment rate

would rise to 125 per cent by the

end of December.
Mr Edouard Ballatlnr. the

French prime minister, also
expressed his determination to

avoid a devaluation or the franc.

In an interview in the Figaro
newspaper, lie said: “I am inde-

structibly attached to the stabil-

ity of the franc within the Euro-

pean monetary system. I exclude

for today, and tomorrow, any
other policy."

But economists said they
expected the weakness of the

franc to continue as investors
moved short and long-term funds

Continued on Page 14
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Serb forces tighten grip on UN ‘safe area’
Opel leak

shocks
By Laura SUber in Belgrade

SERB forces yesterday seized

the strategic village of Trnovo
to the west of Gorazde in an
effort to tighten their strangle-

hold on the Moslem enclave

proclaimed a United Nations

“safe area”.

Bosnian Serb fighters yester-

day celebrated what they
called the “liberation" of
Trnovo and the seizure of the

Rogoj mountain pass and sur-

rounding villages. Radio Bel-

grade said General Ratko

Mladic, the nationalist Serb
commander, had personally
conducted the campaign for

Trnovo, 18 miles south of Sara-

jevo, the Bosnian capital.

Another so-called safe area,

Sarajevo is now even more vul-

nerable to its Serb besiegers on
the surrounding hills. The lat-

est Serb advance drives a
wedge between Gorazde and
Sarajevo, two of six Moslem
enclaves supposedly under UN
protection.

At least 12 people were billed

and 15 wounded in the Dob-

rinja area of the city when a
Serb mortar exploded in a
crowd queueing for water. Serb
forces have cut supplies of
water, electricity and fueL The
water supply is about, a half

litre per person each day.
Relief workers said yesterday
some of the 330.000 people,
trapped for 16 months, were
drinking water from polluted
city wells.

Fighting intensified in most
parts of Bosnia, according to

local media reports. Radio
Sarajevo said the Croatian

Defence Council (HVO) was
deploying reinforcements to

Mostar. the southwestern city.

It said the Moslem-held towns
of Fqjnica, Jablanlca and Eon-
jic were under Croat attack.

A British UN soldier was
wounded near Gornji Vakuf,
central Bosnia, when his
vehicle hit a mine on an aid
route.

Serbian radio said Moslem
fighters had “retreated in
panic leaving behind scores of
dead and large quantities of
weapons and ammuni-

tion. . . . These successful activ-

ities dealt a serious blow to the

Moslem forces, smashing their

dream of linking by violent

means through centuries old
Serbian territory. Moslems
comprised 69 per cent of the

6.900 population of Trnovo.
As the international commu-

nity tries to press the Bosnian
presidency to accept the repub-
lic's ethnic partition, Serb
forces are pushing forward to

enlarge their state, which cov-

ers same 70 per cent of Bosnia.
Croats, too. are consolidating

• territory for their ethnic mini-

state.

A Bosnian Serb army state-

ment yesterday claimed its

offensive was prompted by
Moslem attempts to widen a
corridor used to transport sup-

plies to tens of thousands of

Moslems trapped in Gorazda
Hopes for progress at the

Geneva peace talks were made
more remote after bilateral

talks broke down between
Zagreb officials and Serb rebels

from Croatia. Croatia plans to

set up a pontoon bridge on

July IS which Serbs have

vowed to destroy raising rears

of the re-ignition of the war.

• Foreign ministers from 17

Islamic countries, including

Bosnia-Hercegovina, yesterday

began a two-day special meet-

ing organised by the Organisa-

tion of Islamic Countries to dis-

cuss the situation in Bosnia,

Farban Bokhan writes from

Islamabad. Mr Haris Silajdzic,

Bosnian foreign minister,

appealed for more troops to

serve under the UN, and an

end to the the arms embargo.

motor
industry
By John Griffiths

Georgia peace
negotiations

break down

Draft law aims to enhance country’s standing as a financial centre

German insider traders may get 5 years
By David Waller hi Frankfurt

By John Lloyd In Moscow

ATTEMPTS to agree a
ceasefire in the violent strug-

gle for the port of Sukhumi in

the Georgian province of
Abkhazia broke down yester-

day in Moscow.
At the same time. Mr Eduard

Shevardnadze, the Georgian
leader, warned in the Black
Sea port that he was prepared

to take harsher action to put
down the revolt in the prov-

ince, where separatists have
waged an 18-month struggle to

secede from Georgia and join

the Russian federation.

Mr Shevardnadze, who has
twice come under shell-fire at

his army headquarters in

Sukhumi, said on Sunday:
“Perhaps we must look at

resolving this conflict through

a combination of military and
peaceful means. Until now we
have tried to use only peaceful

means.”
Hopes for a negotiated cease-

fire through the mediation of'

Mr Boris Pastukhov, Russia’s
deputy foreign minister. Haded
yesterday on Abkhazian
demands. These insisted that

an Abkhazian parliament and
other institutions be permitted

to return to Sukhumi and
begin work as soon as a cease-

fire was agreed, a condition
unacceptable to the Georgian
side, which still claims author-

ity over Abkhazia.
Most of the province is now

in secessionist hands, except
for the disputed capital of
Sukhumi and the town of
Ochamchira.
Russia is accused by many

Georgians of supplying mili-

tary and other assistance to

the Abkhazian side. However,
Mr Shevardnadze at the week-
end said that Mr Tengiz Sigua,

the prime minister, had been
wrong to threaten to break off

diplomatic relations with
Moscow. Such a move was
“unthinkable”.

GERMAN insider traders will

face a jail tenn of up to five

years, according to a draft law
published by the German
finanop ministry yesterday.

The law is designed to

enhance the competitiveness of
Finanzplatz Deutschland -

Germany as a financial centre
- by bringing the regulatory

environment for the German
securities industry up to inter-

national standards.

Central to this is the crimi-

nalisation of insider dealing, a
practice which is treated as a
form of theft in the UK. the US

Germany’s
man at

EBRD not

quitting
By Quentin Peel In Bonn

Constitutional

reform a step

closer in Russia
By John Uoyd and Dmitri

Volkov In Moscow

RUSSIA nudged a little closer

to its goal of becoming a law-

based state yesterday when its

constitutional convention
approved by a large majority a
draft constitution setting out

the fundamentals of a demo-
cratic country based on market
principles.

Mr Boris Yeltsin, the Rus-
sian president, said that “it's

now dear that without a prin-

cipled resolution of the consti-

tutional problem further prog-

ress on economic reform is

simply impossible in princi-

ple”.

The document, which runs to

133 articles, now passes for fur-

ther revision to the assemblies

of the regions and republics

across Russia - a sure recipe,

as Mr Yeltsin tacitly acknowl-
edged, for further delay and
extensive revision. The
redrafted document is unlikely

to be ready by Mr Yeltsin's tar-

get date of early August for

approval by the convention.

At least a third of the repre-

sentatives from the regions

and the republics - who were
the dominant force in the con-

stitutional convention - did

not initial the document, and
even those who did made it

clear that their parliaments
were free to revise the docu-
ment radically.

Mr Victor Stepanov, head of

the Karelia republic, said:

“We’ll take at least two
months to go through this

properly and there are many
things we don’t like in it”

Mr Yeltsin, in his speech to

the convention, said that the

new phenomenon of “republi-

canisation” - regions naming
themselves republics in order
to qualify for greater privileges

under the new constitution -

was a futile exercise because,

under the constitution, regions

and republic had equal rights.

This, however, is itself a fur-

ther cause of difficulty since

the republics, traditionally

favoured in the Soviet system,
wish to preserve their differen-

tial privilege.

The draft constitution gives

a number of concessions to the

regions - giving them the right

to have their own “charter" as
an antidote to their complaint

that republics have the right to

a constitution.

They also have the right to

promulgate new laws -

though, as Mr Yeltsin noted,

the tax regime is still unde-

fined between the centre and
the regions and republics.

The draft also allows regions

and republics to sign separate

treaties on bilateral relations

with Moscow - a clause
inserted at the insistence of
the Tatar republic, the most
powerful and independent-
minded of all the subjects of

the federation.

Under the existing constitu-

tion, the draft will eventually

need to cross the hurdle of

being approved by the existing

parliament, which is an
unlikely prospect. The presi-

dent’s advisers now seem
inclined to propose that the

convention pass a law on elec-

tions - a Law which would
allow elections later this year
to a new form of parliament
which would then adopt the

constitution.

MB MANFRED Abelein.
German vice-president on the
board of the European Bank
for Reconstruction and Devel-

opment, yesterday denied that

Bonn was about to replace him
because of business dealings

in east Germany.
The German finance minis-

ter, Mr Theo Waigel, also

rejected a report in Der Spie-

gel. that he and Chancellor
Helmut Kohl had decided to

replace him at the bank,
whose president, Mr Jacques
Attait, quit two weeks ago.

Mr Abelein issued a state-

ment stating that his activities

on behalf of the east German
car manufacturer SAZ - the

state enterprise which pro-

duced the ubiquitous Trabant
saloon car - preceded his

appointment as a director of

the bank. He denied having
had any second job while
working at the bank.
He was involved at the SAZ

company in Zwickau as a legal

adviser for the sale of its dri-

veshaft works, eventually
bought by Britain's GKN. Sub-
sequently Mr Abelein, for 25
years a Christian Democrat
member of the German Bund-
estag, and a close colleague of

Mr Kohl, became a member,
and then chairman, of the SAZ
supervisory board.

According to Der Spiegel, Mr
Abelein and a business part-

ner, Mr Werner Frantz, sub-
mitted a bill for their activi-

ties on behalf of the company
totalling more than DM6.5m,
(£2.55m) based on an esti-

mated value of the driveshaft

works of DM203m.
The magazine said the bill

was questioned by SAZ man-
agement, and reduced by over
DM2m.
Mr Abelein said his fees had

been investigated by a neutral

source at his request and an
agreement reached with the
Treuhand privatisation
agency, which still owns SAZ,
on an agreed sum. He said he
had not repaid any money to

the agency.
He gave up his position as

chairman of the SAZ supervi-

sory board at the end of 1992.

Community ministers build

on summit growth initiative
By David Gardner In Brussels

EUROPEAN Community
finance ministers yesterday
provisionally approved loan
facilities worth EcuSbn
(£6.18bn>. to try to speed eco-

nomic recovery and build on
the modest “growth initiative"

agreed at last December’s
Edinburgh summit.

If confirmed, after more
work on the details of the
loans, the move amounts to a
sort of deficit-financing, in
which the EC has not previ-

ously indulged.
The facilities take the form

of an EcuSbn bridging loan for

mainly infrastructure projects

across the Community; Ecu2bn
in European Investment Bank
loans for cross-border trans-

port and communications net-

works; and Eculbn in soft

loans to small and medium-
sized industries.

The bridging loan will be
repaid, by 1999. out of the
structural funds, the
Ecul41.5bn regional and struc-

tural aid package agreed at
Edinburgh. The intention is for
the EC to borrow in the mar-
kets to speed up this develop-
ment spending.
The soft loans for small to

medium-sized companies will

have an interest rate subsidy
of about Ecul29m. part
financed out of the EC budget
and part paid for from the
structural funds.

Agreement on how to share

out the structural funds is at
the moment held up by a wran-

gle over how big a share
should go to Ireland, one of the
four poorest member states

which receive favoured treat-

ment to enable them to catch

up with average EC income
levels.

Separately, the ministers
failed to unblock a measure
increasing EC travel allow-

ances. Germany had blocked
an agreement in principle last

year, linking any go-ahead to

agreement on an EC-wide road
charges system and liberalisa-

tion of road haulage.
Both these issues were the

subject of a political agreement
on June 19, but Germany
appears anxious to see the
final text on the road transport

measures before surrendering
its last negotiating ace.

and other major industrial

countries, but remains legal,

though increasingly frowned-
upon in Germany.
Other measures include:

• Companies will be obliged

to disclose shareholdings in

other companies when they
reach 5 per cent, rather than at

25 per cent at present. Failure

to make the disclosure will be
subject to a fine of DM500.000
(£196.350) and could result in

loss of the right to exercise vot-

ing control over the shares.

• It will create a German
equivalent of the Securities &
Exchange Commission, the
centralised supervisory body

for the US securities industry.

9 It will set the minimal nom-
inal value of German shares at

DM5 rather than the current
DM50 in a deliberate bid to

make German shares more
attractive to international

investors who, the draft law
argues, are deterred from
investing in German equities

because of prices ranging from
DM500 to DM1000 per share.

The law, likely to be enacted

in the first half of next year,

divides insider dealing into two
categories. Primary violators

will be those have direct access

to sensitive information
because of their position, for

example within company man-
agement; or as a shareholder

or member of a supervisory
board. Secondary violators will

be those who deal on sensitive

information obtained from pri-

mary sources, for which the

jail term trill be three years.

The law is based on draft

proposals floated by the
finance ministry in January of

last year. The delay, which in

part reflects the technical and
political difficulties of devising

a regulatory structure for the
German markets, has more
recently become an embarrass-

ment for Germany in the wake
of controversial share pur-

chases by Mr Franz Stein-

kdhler, the former head of the

IG Metall Union.

Mr Stemkahler denied deal-

ing in insider information
gained from his position on the

supervisory board of Daimler
when he bought shares in Mer-

cedes Holding (MAH), a

Daimler-Benz holding com-
pany, shortly before an
announcement which led to a

sharp rise in MAH’S share

price. The dealings served to

expose the inadequacies of the

regulatory environment in Ger-

many and senior bankers

called for an acceleration in

the pace of reforms.

V-vs-OB

A Portuguese cooper at work on a port pipe which bolds 556 litres of wine

Port growers over a barrel
Peter Wise looks at licences, losses and over-production

P
ORT wine shippers say their centu-

ries-old trade is feeing a collapse in

prices and the possibility of 30,000

grape growers being left destitute.

The reason is not to do with the world
recession but a breakdown in the balance

between sales and production.

The Association of Port Wine Shippers

(AEVP) is refusing to make any commit-
ment about quantities of wine they will

buy in 1993 or how much they will pay.

“We already have millions of pounds tied

up in stock.” said one shipper, “and we
simply cannot undertake to Increase our
stocks further without some guarantee
that over-production will cease."

The shippers’ underlying fear is that
over-production and falling prices will

undermine the prestige of port and its

hard won reputation.

In a harshly-worded letter to Mr Anibal
Cavaco Silva, the Portuguese prime minis-

ter. the AEVP warns: “The lowering of
consumer prices is discrediting the prod-

uct, which could suffer the same fete as

sherry, with a swing of consumption away
to competing drinks.”

The association also queries procedures

for issuing licences to growers, expressing

concern about what they perceive as a
lack of control over distributing licences.

They note that the Casa do Douro
(House of Douro). which controls wine pro-

duction in port’s demarcated zone In the
upper reaches of the Douro river, has
granted licences for more than 100,000

pipes of wine in excess of the government
stipulated total (A pipe equals 550 litres.)

This means that stocks of port are now
vastly in excess of forecast demand, even
allowing for the “law of the third”. This

was imposed to guarantee a minimum age
for port on the market and states that a
company cannot sell more in a given year
than one-third of stocks in December of

the previous year.

Buyers for European supermarkets that

purchase large quantities of port for bot-

tling under their own label have taken
advantage of the over-production and the
price of buyer's-own-brand (BOB) port has
dropped 20 per cent over the past year.

Over-production has also hit premium
branded port
The pressure of over-production is now

coming to a head and the hardest-hit vic-

tims will be the grape farmers of the upper
Douro valley. The region was the first to

be demarcated in 1756 and farmers are
totally dependent on vines for their liveli-

hoods.

Farmers, forced by over-production to

sell below cost, face real hardships and
there have been angry demonstrations in
the streets of Regua. the grape-growing
capital.

The amount of wine that can be pro-

duced each year is stipulated by a govern-
ment body, the Port Wine Institute (IVP),

on a basis of existing stocks, forecast sales
and other factors.

But the responsibility for distributing

individual licences stating how much
fanners can produce and of what quality,

falls to the Casa do Douro.
This is a corporate body left over from

the Salazar dictatorship, to which all farm-
ers must belong. Besides allocating grow-
ing licences, it also represents farmers in
terms of prices fixed with the shippers and
buys excess production from growers.
From 1986 the Casa do Douro began issu-

ing production licences far in excess of the
overall limit set by the IVP. By 1992 the
accumulated excess had reached more
than 100,000 pipes. In 1992, the shippers
stepped in to buy the excess production of
the 1991 harvest themselves to stop the
market from being flooded.

The shippers point out that the biggest

excesses came in an election year and that
the votes of 30.000 farmers were dearly
more important than 40 shippers. Some
shippers have hinted at corruption saying
“the money for election campaigns has to
come from somewhere”.

Far-right

arrests

in Italy
By Robert Graham In Rome

T he Casa de Douro complicated the
issue even further in 1990 when it

bought 40 per cent of the second
largest Port shipper. Real Companhia
Velha (RCV). The Italian financier Carlo
De Benedetti and his Portuguese partner
recently pulled out of RCV after a year of
management squabbles. The Casa do
Douro is burdened with debts of over
Es25bn and stocks that may be worth a lot
less than the market prices that body's
supporting banks attribute to them.
The solution, according to the shippers,

is to wipe the Casa do Douro's massive
stocks off the market by distilling them
into grape brandy and to hand over pro-
duction licences to a more independent
body such as the IVP. The AEVP urges
low production levels over the next few
years to restore the balance between
stocks and demand.
“We’ve just been all over Europe hold-

ing tastings to celebrate 1991 as a vintage
year," said one shipper, “but the truth is
the trade is in deep trouble and something
needs to be done very quickly."

ITALIAN police yesterday
arrested Mr Franco Freda, a
well known right-wing extrem-
ist, on charges of organising a
neo-Nazi party and of racism.
At least six other people were
detained in different parts of
the country.

Organising a neo-Nazi or fas-

cist party has been a crime
since 1952, but it is the first

time legislation, approved last

month, to clamp down on rac-

ism has been used.

The arrests suggest the
authorities are talcing- seriously
the threat of organised attacks
against immigrants and incite-

ment to racism, especially in

the light of developments in
Germany. In the past year
some 300 actions by right-wing
extremists have been reported.

These have usually been car-

ried out by so-called “Nazi-
skins” - shaven-headed youths
adorned with Nazi symbols.
Mr Freda recently founded

tile National Front, which mag-
istrates believe is run from
Verona.
He was acquitted in 1985 of

involvement In one of Italy's

main unresolved terrorist inci-
dents - the planting of a bomb
in Milan's Piazza Fontana in
1969 which killed 17 people and
left hundreds wounded.

Ciampi aims

for extra

revenue

Weak economy helps drop
in French inflation to 1.9%

THE Italian government is

considering raising L32.000bn-
L35.000bn (£13.7bn-£15bn) in
extra revenues and spending
cuts in the 1994 budget, writes
Robert Graham in Rome. The
aim is to hold the public sector
deficit next year to Li50.000bn,

a small reduction on the 1993

target of L155.000bn.

The budget outlines emerged
yesterday as the government
indicated it hoped to have the
details agreed in cabinet either

by the end of this week or
early next. Today, Mr Carlo
Azeglio Ciampi prime minis-
ter. will be unveiling to parlia-

ment his government's three-

year macro-economic projec-

tions for 1994-96. This will in

turn provide the framework for

discussion of the 1994 budget.

By John Rkkflng in Paris

SHARP falls in the price of
food and crude oil and weak
economic activity kept French
consumer prices stable in
June, Insee, the national sta-

tistics institute announced
yesterday.

The annual rate of Inflation

fell slightly from 2 per cent in
May to 1.9 per cent, its lowest
rate since last December.
Mr Edmond Alphandery, the

economics minister, said the
figures showed France had
managed to maintain a favour-
able inflation rate compared
with its principal trading part-
ners. Bnt economists in Paris
said the figures also reflected
the impact of recession.
“With the rise in unemploy-

ment, which is expected to
exceed 12 per cent by the end
of the year, and with gloomy
economic statistics, consumers
are preferring to save rather
than spend," said an econo-
mist at one French bank. “The
government may welcome low
inflation, but it is also a sign
of declining activity."

Food prices fell by 0-7 per
cent in' June compared with
May, while oil prices were 0.4
per cent lower. Prices of man-
ofactured products fell by 0.1

per cent compared with May.
The stability in the consumer
price index in June, which was
unchanged to 0.1 per cent
lower, occurred despite two
increases in tobacco taxes dur-
ing the spring.
The increases raised tobacco

prices by 4.6 in June, com-
pared with May. Seasonally
adjusted, Insee said that retail
prices in June showed a slight
increase of between 0.1 and 0.2
per cent
They said that the reduction

in inflationary pressure also
reflected a reduction in import
prices following, currency
devaluations by several of
France's trading partners.
A spokesman for the insti-

tute said that consumer prices
were likely to increase again
over the next few months. He
said that an increase of 5.3 per
cent in petrol taxes, imposed
from yesterday, and a 16 per
cent increase in the duty on
alcoholic drinks from July i.
would feed through Into a
higher inflation rate.
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MOTOR industry executives

yesterday expressed surprise at

the German announcement

that plans for Opel’s top-secret

model had been found in a flat

in Wiesbaden, saying
-

theirs

was an industry that was gen-

erally free or industrial espio-

iiage.

They said manufacturers

searching for ways of increas-

ing competitiveness normally

had relatively little difficulty

keeping them In-house thanks

to the industry's “confidential-

ity clause" contract system.

Engineers, senior managers

and others with access at an

early stage to new model pro-

grammes. investment and tech-

nology strategies have these

clauses written into their con-

tracts - and few have been

known to abuse them.

“The reason is fairly obvious

in the case of anyone whose

career is in the industry," one

UK motor Industry executive

who wished to remain anony-

mous said last night.

“There might be a short-term

gain for someone moving confi-

dential information from one

company to another. But in the

long-term? What does that

engineer or executive do if he

or she wants or needs to make
another move? The word

would have got around about

what had happened. Put sim-

ply. there would be nowhere

else in the industry for that

person to go."

The system has also survived

substantial change in the

organisation and processes of

the industry which have meant

that many more people than

even five years ago necessarily

have knowledge of key projects

and strategies at an early

stage.

"The days when a car mak-

er’s board had all the good

ideas and took decisions
behind closed doors has gone.”

said another.

“If It's a significant

project, it will involve
the use of a centralised com-
puter database and require

information and input at an
early stage from people in mid-

dle management, engineers
and similar."
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Seoul warns of slow progress on N-talks
By John Burton in Seoul ,

JL

EFFORTS to resolve the NnrthKor^n nuclear issue will teke s£j£5
pai9sta]°aS negotiations,"Mr Han Sung-joo, the South Korean

foreign minister, said yesterday
Mr Iton cautioned that the processwould be complicated because Nbrth

talks with
the US, South Korea and the Inter-

fSgZfJ'T* Agency
allowing fu„ nuCeai-

pe US will start talks with North
Korea tomorrow in Geneva to per-
suade Pyongyang to stay within to?
nuclear non-proliferation treaty (NPT)

and accept IAEA inspections of two
Was

lf
faciUti*s that could

™S^-ne whether North Korea is
processing more pluronium than it
has declared.

fcWe recognise that
North Korea may
have felt insecure’

The US has also indicated that prog-
ress should be achieved in Implement-
ing mutual nuclear inspections
between North and South Korea

before it is willing to expand relations
with Pyongyang. North Korea has
recently adopted a conciliatory atti-

tude towards the US in preparation
for the talks, including toning down
its anti-US rhetoric and yesterday
returning the remains of 17 UN sol-

diers killed during the Korean War.
Pyongyang is sending a "signal to

Washington that it is interested in

improving relations,” said Mr Han.
In contrast. US president Bill Clin-

ton during his weekend visit to South
Korea appeared to toughen his stance
against the North Korean nuclear pro-

gramme. Earlier he had offered con-
cessions including allowing high-level
meetings between US and North Kor-

ean officials after Pyongyang threat-

ened in March to leave the NPT. The
talks in New York eventually per-

suaded North Korea to suspend its

NPT withdrawal last month.

The tougher US approach has the

full backing of Seoul, according to Mr
Han.
"We recognised North Korea may

have felt insecure and we tried to

take measures to allay unnecessary
fears North Korea may have had,” he
explained about the first round of US-
North Korean negotiations.

The sharper tone now being
adopted was meant to emphasise to

North Korea that the nuclear issue
"is a very serious matter and must

be resolved," he added.

The foreign minister denied there

were any differences between the US
and South Korea on how to deal with

the North Korean issue, explaining

that Seoul did not favour a more con-

ciliatory approach than Washington.
He was "neither optimistic nor pes-

simistic about the outcome” of this

week's US-North Korean talks. How-
ever, Pyongyang had no Choice but to

accept nuclear inspections because it

wanted to avoid UN economic sanc-

tions. “I have no doubt that sanctions

are something North Korea does not
want to be faced with.” Mr Han said,

referring to the country's difficult

economic situation.

Italy seeks to
calm row with
US on Somalia

Cambodia's army displays the country’s new flag yesterday, reinstated from Prince Norodom Sihanouk’s rale in the 1960s

Thai air force seeks renewal

of power at national airline

State banks
feel the pinch

in Indonesia

By Robert Graham In Rome

ITALY yesterday sought to
calm a growing row with the
US over the handling of
military operations in Somalia.
Mr Fabio Fabbri, the defence

minister, said it would be a
mistake to allow mutual
recriminations between the
Italian contingent in
Mogadishu and the US-con-
trolled United Nations forces
in Somalia fUnisom) to get out
of hand.

Italian forces in Mogadishu,
who 10 days ago suffered three
killed and 21 wounded, has
blamed the US for failing to

consult and co-ordinate. This
led at the Tokyo summit of the
Group of Seven leading indus-
trial nations to an agreement
between US and Italian offi-

cials that the their local diplo-

mats in Mogadishu should
form a political co-ordinating

committee.
However, Italian politicians

and the press have complained

that Italian troops have been
placed In a highly volatile area
of the Somali capital and pos-
sess equipment geared to a a
humanitarian peace keeping
mission -not a peace enforce-
ment mission which it hag now
become.
Yesterday Mr Fabbri said

Italy had requested "a reas-
sessment of the aims of the
mission which covers the rela-

tionship between the end-
pacification, conciliation and
humanitarian aid - and the
means."
The minister went on to

warn that there was a real dan-
ger that the turn of events was
leading the mission towards “a
long period of combat
operations."

Mr Fabbri’s observations
coincided with the approval of

the budget for Italy's 2,500
troops in Somalia.

The first six months have
cost L553bn (£237m) and a fur-

ther L800bn for the final half of

1993.

By William Barnes In Bangkok

THE THAI air force has been
given an unexpected opportu-

nity to try to reassert control

over -Thai International Air-

ways, the country's flag car-

rier. following the sudden
death last week of its chair-

man, Mr Pandit Bunyapana.
Thai International’s vice-

chairman, Air Chief Marshal
Gun Pimarntip, has clearly sig-

nalled that the air force which
he heads should decide who
replaces Mr Pandit as chair-

man.
Air Chief Marshal Gun

threatened to resign in Febru-

ary because the air force was
being given tittle say in run-

ning the company.

Thai International was an air

force fiefdom until the mili-

tary's fall from grace last year
following its unsuccessful but
bloody attempt to maintain
control of the government.
Air Chief Marshal Kaset

Rojananil, who had been chair-

man until then, was replaced

by Mr Pandit, permanent secre-

tary at the finance ministry
which is the majority share-

holder.

Mr Pandit apparently died in

his sleep of a heart attack last

Thursday while on a Thai
International flight from Lon-
don to Bangkok.
Manoeuvring to replace Mr

Pandit has been complicated
by the retirement this year of

Air Chief Marshal Gun himself

and the airline’s respected
president. Mr Chatrachai Bun-

ya-ananta.
Joining the faction-ridden

management, the finance min-
istry and the air force in the

tussle for control of Thai has
been an ambitious deputy
transport and communications
minister. Mr Thawee Kraiupti.

who has led a crusade for the
carrier to be brought under his

ministry’s jurisdiction.

One airline analyst in Bang-
kok said: “It’s a four-way fight

for control which - by the end
of the decade -the manage-
ment will have won because

Thai will never be competitive

in the long run without inde-

pendent professional manage-
ment. The question is how

- painful the process is going to

be.”

A minority of the airline's

shares was floated in July 1993.

It has struggled in recent years
under the weight of previous

management mistakes and
over-optimism.

Profits for the latest half-

year were Bt56S.4m <S22.5mi
compared with Btl.31bn in

1992. Many brokers say full

year profits will be little more
than Bt2bnu - a third of the

company’s original forecasts.

Thai International's share
price has risen 22 per cent over
the last five trading days, hit-

ting its 10 per cent daily limit

rise over each of the last two
trading sessions, to close at

Bt49.75 yesterday.

T HE Indonesian govern-

ment is preparing for

battle with its recalci-

trant state banks amid grow-
ing concern about their loans.

A study by the World Bank,
giving an economic overview
to an aid donors’ conference in

Paris at the end of June, said

in a section on the banking
system that "loan portfolio

quality has deteriorated

shandy since 1990. . . main-
taining stability in the banking
system is now the chief objec-

tive Of financial policy”.

This was followed by a

leaked local report on the
finances of the state banks,
which accounted for over half

the banking sector's total

assets of RpI23,889bn ($58.7bn)

at the end of 1992.

Details of the report began to

appear in the Indonesian press
last month. Government offi-

cials deny it was drawn up by
the central bank and will not
confirm its authenticity, but
say it could be the work of

“monetary authorities”.

The report estimates that

last December 32 per cent of

state banks’ loan portfolio of
Rp71,70lbn were non-perform-
ing - usually defined as having
no interest paid for more than
three months. It also says that

Rp21,000bn in loans were made
by six state banks to just 35

companies, of which 26 were In
payment arrears on loans total-

ling Rp6,927bn.

The state banks are
renowned for having suffered

years of incompetent and cor-

rupt management. The prob-

lem they present to the govern-
ment, however, is more than
just bad banking practice.

Many of the 26 companies
allegedly in arrears are newly
emerging, politically well-con-

nected conglomerates, includ-

ing three led by relatives of

President Suharto.

In its study, the World Bank
criticises such conglomerates,
pointing out their formation
"may not be to take advantage
of competitive opportunities”.

It suggests they are seeking
excess profits from monopolies
granted by the government.

It says; “The growth of con-

glomerates during the 1980s

appears to have been much fas-

ter than could be sustained
from retained earnings. . . the
implication is that debt-financ-

ing has been a major source of
growth.”
The apparent result is an

array of conglomerates -

whose interests range from
financial services to agri-busi-

ness and petrochemicals -

built upon state bank loans
which, despite the borrowers'

often monopolistic positions,

have turned sour.

Many bankers believe the

conglomerates can afford to

service the Joans but they
doubt the government has suf-

ficient leverage to enforce

repayment. As one business
executive explains, “many of

the conglomerates see them-
selves as shareholders in Presi-

dent Suharto's regime".
Dr Sjahrir. managing direc-

tor of the Institute for Eco-

nomic and Financial Research
in Jakarta, says: “The only
path by which you can control

their power is through a more
efficient market system, so
that you have more competi-

tive pressure for each conglom-
erate.”

William Keeling

on concern over
quality of loans

Bankers say. however, that

the government is responding
to the crisis.

The government might inter-

vene by forcing conglomerates
to sell shares to state pension

funds. The finance raised could

pay off the conglomerates’ bad
debt and give the pension
funds equity in some of Indon-
esia's largest businesses.

The government has also

taken up a suggestion in the

World Bank study that "lower

interest rates would both
improve financial soundness
and spur credit growth”. Bank
Indonesia has cut by one-third

to an average 8.5 per cent the

key interest on government
bonds since the beginning of
May and state banks have low-

ered deposit and lending rates.

A sudden increase in credit,

however, could result in a

surge in imports, deteriorating

balance of payments and infla-

tionary pressures.

Economists also warn that

new credit provided by banks
could itself become non-per-
forming. They point out that

many private banks - also bur-

dened by non-performing
loans - are owned by the same
conglomerates indebted to the

state banks and which have
often used their banking sub-

sidiaries to fund intra group
activities.

A lowering of interest rates,

therefore, is unlikely to pull

the banking system back into

line. Instead, the long-term
solution lies in withdrawing
the political patronage by
which conglomerates have
obtained state bank credit and
the confidence not to repay.

Whether the government has
the stomach fully to engage
the conglomerates remains to

be seen.

NEWS IN BRIEF

US seeds factory

stormed by
Indian farmers
FARMERS yesterday tore down the administrative block of the

Cargill Seeds factory at Siravara in the southern Indian state of

Karnataka to protest against the US multinational's operations in

India, which it said deprived local farmers of their livelihood,

writes Shiraz Sidhva In New Delhi.

Police arrested 50 activists of the powerful Karnataka Farmers'

Association after they attacked the Cargill office building.

Mr M D Nanjundaswamy, member of the Karnataka legislative

assembly and president of tbe association, said similar attacks

would be launched on multinationals trying to patent seeds and

plants that Indians had used for centuries.

The farmers plan to step up their campaign later this month to

protect the interests of small farmers who feel threatened by
efforts to tighten patent laws in developing countries as part of a

move to conclude the Uruguay Round of the General Agreement

on Tariffs and Trade.

Cargill South East Asia, a subsidiary of Cargill Inc, is also

facing the wrath of salt fanners and environmentalists in the

Kutch region in Gujarat on India's west coast after the govern-

ment cleared the allotment of 15,000 acres of land near the Kandla

port there to set up a salt manufacturing unit.

• Indian police yesterday arrested nearly 200 activists of the

Bhartiya Janata party, the largest opposition party, averting an

attempt to disrupt the Erst day of the Maharashtra legislative

assembly's latest session.

Earthquakes hit north Japan
Powerful earthquakes jolted wide areas of northern Japan yester-

day and residents in coastal areas braced for tidal waves, Renter

reports from Tokyo. A series of strong tremors of up to 7£ on the

Richter scale struck beneath waters southwest of Japan’s main

northern island of Hokkaido, the National Meteorological Agency

said. Seismologists issued tidal wave warnings for much of north-

ern and western Japan. NHK television said several people were

injured.

UN arms expert may fly to Baghdad this week
By Mark Nicholson in Cairo

MR ROLF EKEUS, head of the United

Nations special commission into

Iraq's weapons of mass destruction,

may fly to Baghdad this week in a

farther attempt to resolve peacefully

the latest stand-off between Iraqi offi-

cials and UN weapons inspectors, dip-

lomats at the UN said yesterday.

The UN Security Council was last

night discussing its next move in tbe

impasse, which follows the abrupt
departure from Iraq on Sunday of a

UN weapons inspection team after it

failed to win Iraq's agreement to seal

monitoring equipment at two missile

testing sites.

Mr Ekens has visited Iraq before to

defhse similar stand-offs. One UN dip-

lomat said another trip this week
would enable the Security Council

“not to act precipitately, but show
that It was serious" abont forcing

Iraqi compliance with Gulf war
ceasefire resolutions.

Iraqi newspapers yesterday
suggested Mr Ekeus would find little

warmth in Baghdad. The official al-

Jumhuriya decried attempts to moni-
tor the test sites as “evidence of the

wicked and malicious intentions of

Ekens and the criminal designs of

those standing behind him”.
The Security Council has already

warned in a June 18 statement of

“serious consequences" should Iraq

continue to resist UN attempts to

monitor the sites at al-Rafah and
Yam al-Azim, respectively 70km west

and south-west of Baghdad. An ear-

lier UN team failed to persuade Iraqi

authorities to install video monitors
to prevent testing of missiles with a
range of more than 150km, prohib-

ited under ceasefire resolutions.

Diplomats in New York consider

that no further warning to Iraq or
UN resolution would formally he
required before a strike oo the two
sites, but last night they were
playing down any prospect of imme-
diate action. “We're not at crisis

point yet,” one said.

China, one of the five permanent
members of tbe Security Council, yes-

terday distanced itself from talk of a
strike, with Foreign Ministry officials

in Beijing saying the confrontation

should be resolved “through consul-

tation and dialogue”.

Some officials in New York said

they were inclined to apply more
pressure, but wait and see if Iraq

would eventually back down, as it

has in most previous run-ins with UN
inspection teams.
Nevertheless, an attack remains a

clear option, one which was raised

immediately by Mr A1 Gore, the US
vice president, who warned Iraq not
to “trifle" with the world community.

The two sites are understood to be
in industrial zones where there
would be far less risk of “collateral"

damage and civilian casualties than
in last month's US cruise missile raid

on Iraqi intelligence headquarters in

central Baghdad.
Each site comprises a small cluster

of buildings, with a test stand at each
to allow the monitored firing of mis-

sile engines - with liquid fuel at al-

Rafah and solid fuel at Yam al-Azim.

The housing for these stands would
offer a natural target ra any raid. It

was at these that UN teams sought to

install cameras and later to seal and
lock monitoring sensors.

Editorial comment, Page 13

Moroccan unionist pardoned
Mr Noubir Amaoui, the secretary general of Morocco's influential

trade union, the Confederation Democratique du Travail (CDT),

was released from prison yesterday after being pardoned by King

Hassan, writes Francis Ghilfes in London. He had been sentenced

to two years' imprisonment for allegedly Insulting the govern-

ment” in an interview published 18 months ago.

Mr Amaoui is a member of the ruling council of the Mon^cm
opposition party Union Sodaliste des Forces Populaires (USm
Three weeksago the USFP won 48 seats m elections considered

by observers to be the fairest in many years.

China to cut metal jobs
China's metal industry is the latest state-owned operation to

^Sc?fSg^frSturing, promising to cut 30) 000 jobs dur-

the China

National Nouferrous Metals Industry Oorp jCNNCJ will end up

jobless, the China Daily said yesterday. “Workers made redvm-

s re to be re-employed in service industries and offierprofit-

collective ownership by CNNC's

the official newspaper said.

ins seek ceasefire pact

e warring factions yesterday bf^Jr^g
p
a
0
°^

jrd to try to end the country’s civil war, Reuter

SS African officials said the factions and the

njnenl of national unity were reworking a Med™ “
was being finalised before going to a foU

! week-long negotiations, which began on Saturday

European headquarters.

>arties agree on elections

K^rSS'Sd the agreement meant

illy on the way to democracy.

Iraq’s Kurds await the wrath of Saddam
The level of allied protection to be expected is uncertain, writes Gareth Smyth

A S TENSION between
Iraq and the west rises

again, fears that Bagh-

dad will attack the Kurds in

retaliation for last month's
western air strikes have com-

pounded the daily anxieties of

the 3m population of the Kurd-

ish enclave of northern Iraq.

Left in limbo for two years,

the enclave can do little to help

itself, either by attracting

investment to rebuild its shat-

tered infrastructure or by tap-

ping oil reserves.

President Saddam Hussein is

a man of surprises. His strat-

egy has been to wait. Economic

hardship will, he believes, com-

pel the Kurdish leadership to

resume autonomy negotiations

broken off in 1991.

The Kurds are in a weak

position. Kurdish leaders have

no clear idea what Allied pro-

tection they might get, “We are

getting confusing signals," a

senior Kurdish official said

All of Iraq is covered by

United Nations Security Coun-

cil resolution 688 which

demands that Mr Saddam's

regime ends internal repres-

sion. Specific additional safe-

guards for the Kurds date from
1991, when 15,000 allied troops

entered northern Iraq to
enforce the world's first “safe

haven." This uncertain depar-

ture in international proce-
dures persuaded over lm
Kurds to return.

The safe haven near the
Turkish border which Iraqi

troops were forbidden to enter

is now in effect defunct: only

IS allied soldiers - based in

Zakho - remain. The wider
“no-fly zone”, Iraqi aircraft

north of the 36th parallel, is

still in force.

But the political geography
of northern Iraq is more com-
plex stiH The Kurdish-held
zone, from which Mr Saddam
withdrew all administration in

October 1991, is divided from
the rest of fraq by an informal

“green line.” While part of the

no-fly zone is in government
hands, a substantial part of the
Kurdish-held zone, including
the city of Sulaymaniyah, is

outside the no-fly zone and so
beyond any area of formal
western commitment

No-one doubts the ability of

Iraqi forces to subdue the
Kurds. A recent US congressio-

nal report said Iraq had rebuilt

80 per cent of its military man-
ufacturing capacity and
returned to service 2,500 tanks

and 250 aircraft

The Kurds do not expect sup-

port from allied ground troops.

“If the Iraqis launch, a major
offensive, the allies will inter-

vene,” Mr Hoshyar Zebari, a

Kurdish spokesman, said in

Washington earlier this month.

“But it would be from the air.”

Uncertainty over security ham-

pers rebuilding of the Kurdish

infrastructure. The Kurdish-

held zone, like the rest of Iraq,

is subject to UN sanctions.

‘"Electricity, telecommunica-

tions, and roads are all in

ruin," Mr Latif Rashid, another

Kurdish representative, told

aid workers in London
recently. “Local factories have

ceased to function."

Early reports say this year’s

harvest is good, but much will

find its way to Baghdad “The

Iraqis have raised the price

paid for the crops and formers
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are desperate to get money,"
said Mr Zebari.

The Kurdish leadership
seeks acceptance abroad, but
recent regional developments
are unfavourable. Both Iran

and Turkey, neighbouring
countries with 5m and 10m
Kurds respectively, have
denounced the Iraqi Kurds’
plan for a federal Iraq.

Relations between the Iraqi

Kurds and Iran have deterio-

rated recently as Tehran
became increasingly concerned
at Kurdish unrest within its

own borders, fostered, it

believes, by Iraqi Kurdish tele-

vision stations.

Since March Iranian jets and
artillery have bombed guerrilla

bases operated by the Kurdi-

stan Democratic Part],' of Iran
inside Iraq.

The ending in June by the

Kurdish Workers Party (PKK)
of their two-month ceasefire

with the Turkish army alarms
the Iraqi Kurds, whose most

important trade lifeline is

threatened by the resumption

of hostilities in south-east Tur-

key.

The alternative is re-opening

autonomy talks with Baghdad.

Mr Mukarram Talabani. a

former Iraqi government min-

ister. operates as a go-between

and reportedly made a recent

visit to the Kurdish leadership.

But the further their economic

situation deteriorates, Che

weaker will be the Kurds'

negotiating position.
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Worst may be over as some floodwaters start to recede

Break in the US rains
By George Graham
fn Washington

BRIGHT sunshine and a break

in the rains yesterday gave
some hope that the worst
might be over for the drenched
farmers and townspeople ofthe

Upper Mississippi basin.

Although weather forecast-

ers continued to warn that the

chance of renewed rain had
not gone away, some tributary

rivers seemed to have stabi-

lised and floodwaters began to

recede in a few areas of the

six-state region that has been
devastated by weeks of flood-

ing.

The federal government too

was looking on the bright side.

As Vice President A1 Gore flew

to St Louis to inspect the flood

damage. Mr Robert Reich, the

labour secretary, suggested
that the flooding might actu-

ally improve the employment
outlook in the short term.

"You’re going to have so

many state dollars and federal

dollars, so much rebuilding of

the area, that a lot of people

are going to have to be put to

work to rebuild," Mr Reich
said.

Mr Gore's visit yesterday

appeared designed to head off

criticism of the administration

for not taking a close enough
interest in the disaster areas.

Although President Bill Clin-

ton visited the region a week
ago on his way to the Tokyo
summit, his stopover for a holi-

day in Hawaii on the way back

had given ammunition, to those

who wished to attack him.

Federal officials have
declined to give an overall esti-

mate of the cost of the flood

damage, but federal disaster

relief has been promised, and

an emergency spending bill is

expected to be required to pro-
vide the money.
Even if the rains stop, it may

take some time for flooding to

subside, because many
upstream dams, built to pro-

vide flood containment capac-

ity. are overflowing and will

have to continue to release
water.

At the same time, earth and
sand levees built along the riv-

erbanks remain saturated and
could continue to give way
long after the floodwaters have
crested.

Meanwhile the heatwave
that has baked areas of the US
east coast eased yesterday.

A storm that caused showers
in the northern Rockies early

yesterday was moving east,

bringing hope that it would
break the heat in the east by
midweek.
A second front, pushing

down from Canada and the
Great Lakes, is also expected

to bring cooler weather.
Philadelphia saw one of the

worst death tolls from the hot
spell, with 24 people declared

dead of heat-related causes,

raising the city's death toll to

41 by Sunday, according to Dr
Robert K. Ross, the city’s

health commissioner.

Action plan for World Bank
THE World Bank has increased

its budget for supervision
activities by 12 per cent for the

current year as part of its

efforts to improve the effective-

ness of its lending.

Mr Ernest Stern, a World
Bank managing director and
acting president while Mr
Lewis Preston, the president, is

recovering from surgery, said

yesterday that the new action

plan agreed at a board meeting
last week would accelerate a

cultural change within the

bank and should help, to
improve the management of

the 1.850 projects in its portfo-

lio.

“Central to the plan is the
commitment to make the man-
agement of projects under
implementation as important
as making new loans. Only

George Graham looks at moves
to improve project supervision

sound, on-the-ground results -

the development impact of pro-
jects - are true measures of

the bank's contribution to sus-

tainable development.” Mr
Stem said.

The new action plan comes
in response to last year’s

report by a taskforce headed
by Mr Willi Wapenhans, a

World Bank veteran, which
Identified a sharp decline in

the quality of the bank’s port-

folio, with particular problems
in Africa and in the agricul-

tural sector.

At the heart of the plan is a
new determination to manage
the bank’s entire portfolio of

projects within each country

as a unit, instead of project by
project

Mr Stern said country
reviews would in future be
conducted annually for big bor-

rower countries, and on a regu-

lar basis for smaller borrowers.

Over half of the bank's big-

gest country portfolios, how-
ever, have already undergone
review, and as a result a num-
ber of projects have been can-

celled or redesigned.

In India, a review led to the

cancellation oF projects total-

ling $l.3bn (£866m). while a
similar review in Brazil

brought the cancellation of five

big projects worth $800m, sub-

stantial redesign of 14 more

projects, mostly in the agricul-

tural sector, and lesser

changes to 14 others.

Mr Stem insisted, however,
that the fundamental responsi-

bility for ensuring that projects

were properly implemented lay

with the borrower, not the

bank.
"The bank's efforts to

improve the development
impact of its work, ultimately,

can only be as successful as

thp efforts taken by our bor-

rowers to help themselves,” Mr
Stem said.

The action plan also sets out

new criteria for climbing up
the World Bank career ladder,

with staff winning promotion
less for their ability to push
through new loans and more
for their ability to follow
through 'on existing projects.

Markets are

unworried by

crop losses

flKS- imayam
i

i

Sightseers look at the flooded streets of Davenport, Iowa,

yesterday from the top of a multi-story car park

By Lisa Brantsen

Vn Washington and
Laurie Morse In London

CROP losses from the high

rainfall and flooding in the US
Midwest have so far been

around $2bn <£12bn). accord-

ing to estimates from Iowa

State University, with nearly

half the losses in flooded Iowa

farm country.

Some counties in Iowa have

had three times the normal

amount of rainfall this month,

deluging the richest corn-grow-

ing area in the US.

Nearly 4m acres of prime

midwestem farmland have

either been too wet to plant

spring crops or flooded by the

swollen rivers.

While that may mean disas-

ter for many Individual farm-

ers, the flood's impact on world

cereal prices is expected to be

very small.

"This is not a significant

event," said Mr Dennis Star-

leaf, head of the economics

department at Iowa State Uni-

versity. “It is way too early to

tell if we won’t actually get a

boost in yields because of the

excess moisture.”

There is an old commodity
market axiom that "rain

makes grain”. Although farm
country on either side of the

Mississippi river is under

water, and floods are occurring

in other parts of Iowa and

Missouri crops in the eastern

US com belt, in the states of

Ohio, Indiana, and eastern Ill-

inois, are in excellent condi-

tion- „
In addition, farmers still

have over 2bn bushels of maize

in store from last year’s crop.

The feedgrain supply is more

than adequate, with few pros-

pects for long-term food price

inflation, Mr Starleaf said.

At the Chicago Board of

Trade yesterday, traders sent

soyabean prices sharply lower

as flood-related panic buying

ebbed. Soyabean prices for har-

vest-time delivery have soared

more than 20 per cent since

mid-June, to more than $7 per

bushel.
However, yesterday’s price

setback was predictable after

such a big advance. Crop ana-

lysts now fear that if high

prices are sustained through

the summer, it will encourage

Brazilian farmers to plant

record acreage with soyabeans.

A loss of 4m acres to the

floods is small when compared

to the 56m that were planted

with maize and soyabeans in

the US last year, when record

yields resulted in a bumper
240.8m metric tonne maize crop

and a respectable 60m tonne

soyabean harvest.

Government to foot most of bill
By Nikki Talt

MOST OF the insurance cost

resulting from the Mississippi

floods will be picked up by the

federal government under the

National Flood Insurance Pro-

gramme and a separate federal-

ly-run crop insurance scheme.
The Federal Insurance

Administration, . which runs
the National Flood Insurance

Programme, said yesterday it

could not yet put a figure on
the cost of the disaster in
insurance terms.

By Friday, it had received 41
claims in Illinois, where it has
around 3,600 policyholders.

about 23 claims In Missouri,

where there are more than
7,300 policyholders, and
smaller numbers of claims
from Wisconsin, Iowa and Min-
nesota.

However, these numbers are

expected to increase once the

waters have receded and the

extent of the damage becomes
clearer.

The National Flood Insur-

ance Programme, which began
life about 25 years ago. is

administered by private sector

insurers, who pay out claims

and are then reimbursed by
the federal authorities. Over
the past eight yeans, the. pro-.

gramme has been self-funding,

according to the American
Insurance Association - with

premiums collected from
policyholders meeting the

claims submitted.
Both the Federal Insurance

Administration and the ALA
acknowledge that there may be
«pih«:bantiai under-Insurance -

or non-insurance - in flood-af-

fected arras. -

The AIA estimates that there

are about 10m buildings in the

nation's flood plains, and that

only about 2.5m are covered by
federal insurance. There is vir-

tually no private-sector flood

Insurance written, although

supplementary coverage is

sometimes purchased to top up
the federal scheme.

As a result a number of the

largest US property-casualty

insurers, who suffered multi-

billion-doUar losses from Hurri-

cane Andrew in August last

year and Hurricane Hugo in

1989, said the Mississippi situa-

tion should cause them little

problem.
"Much of the flooding situa-

tion is covered by federal gov-

ernment, and we’re a relatively

small player on the commer-
cial side,” said Allstate, the

large Chicago-based property-

casualty insurer.
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City office

space boost

for Macao
MR Stanley Ho, Macao's casino
tycoon, has unveiled a $L4bn
(£930m) plan to develop the
Portuguese colony's central

business district which will

increase the size of Macao city

by 20 per cent, reports Simon
Holberton from Macao.
The three-stage Nam Van

Lakes development will cover
an area of 130 hectares and
provide 46 development sites

for offices, housing and hotels,

as well as two fresh water
Jakes. It is due to be completed

by 1999, the year in which
Macao reverts to Chinese sov-

ereignty.

Work on the project's first

stage, worth Patacas 3bn
(£24Sm>. is due to be completed
in 1995 and will provide fully

serviced reclaimed land suit-

able for eight office towers,

three residential developments
and a luxury hotel

The project is owned by Nam
Van Development, 60 per cent

controlled by mainland Chi-

nese interests. Mr Ho’s Socie-

dade de Turismo e Dlversoes
de Macau (STDM) owns
25 per cent of the
company, which is capitalised

at Patacas 800m.

Tough
SIR Leon

Brittan. the
EC’s chief
trade negotia-
tor, will not
forget his trip

to Moscow last

month in a
hurry. During

tense bargaining, Sir Leon pro-

fessed astonishment that his

Russian hosts were proving so
obstinate.
After all, the Community

had made similar proposals to

Guatemala regarding the new
EC banana regime, without a
murmur of protest.

“Russia,” thundered Mr
Boris’ Yeltsin, president of the

Russian federation, “Is not
Guatemala.”
EC officials stress that Sir

Leon bad no intention of sug-

gesting that Russia had
become a banana republic; but

last month's exchange with Mr
Yeltsin confirms that the EC’s

effort to forge a new trade and
political agreement with Rus-

Tokyo deal just ‘down payment’

Brittan seeks

bigger world

trade accord

Sir Leon Brittan, EC trade commissioner, Mr Minora Endo, Japan's UN ambassador, and Mr John
Schmidt, deputy US trade representative, meet before lunch near Geneva yesterday

By Frances Williams in Geneva

THE four-way tariff-cutting

deal struck at the Tokyo sum-
mit last week was merely a
“down payment” on a much
larger prospective trade liberal-

isation accord. Sir Leon Brit-

tan, EC trade commissioner,
said yesterday.

Sir Leon, in Geneva to brief

trading partners on the out-

come of the summit, told a

news conference that the Euro-

pean Community and the other

Quad countries - the US,
Japan and Canada - were pre-

pared to go further if other

nations taking part in the Uru-
guay Round of global trade
talks responded with new mar-
ket access concessions of their

own.
“We have more to offer if

others have more to offer,” he

said, singling out as EC targets

more extensive reductions in

US textiles tariffs and better

access to financial services

markets in east Asian econo-

mies.

The agreement by the Quad
countries to eliminate tariffs in

eight sectors, cut other duties

by up to 50 per cent and push
for liberalisation of financial

and other services markets will

form the basis for Intensive

bilateral and multilateral nego-

tiations on market-opening
measures between Uruguay
Round participants over the
ext three to four weeks.

These talks will be launched
formally tomorrow morning
when the top-level Trade Nego-
tiations Committee, chaired by
Mr Peter Sutherland, director-

general of the General Agree-

ment on Tariffs and Trade,

meets to agree a work pro-

gramme to conclude the ll&ra-

tion talks by December 15.

After a short August break
for holidays and consultations

in national capitals, negotia-

tions will restart in Geneva in

September on the remaining
outstanding issues in the
round.
These include disagreements

over anti-dumping and subsi-

dies rules, dispute settlement

and the creation of a powerful

Multilateral Trade Organisa-
tion. The US wants changes in

the draft rule-making package
of Uruguay Round accords
affecting an MTO.

Sir Leon said yesterday that
the draft rules package should

be subject to only limited
changes, and reaffirmed the
EC's backing for an MTO
which would curb recourse to

unilateral trade measures to
solve disputes.

Yesterday evening. Sir Leon

was due to host a dinner for

members of Eurofer, the Euro-
pean steelmakers' association,

and his fellow commissioners,
Mr Karel Van Miert and Mr
Martin Bangemann.
EC officials said the object

was an “exchange of views” on
the planned restructuring of

the European steel industry,
competition from eastern Euro-
pean steel producers, and the

stalemate in negotiations on a
Multilateral Steel Agreement.

Taipei near

to $llbn
fighter deal
TAIPEI’s plans to buy 210
advanced fighters from the US
and France came, a step closer

yesterday when a joint legisla-

tive committee approved
NTS318.7bn ($11.4bn) in funds
for the purchases, reports Den-
nis Engbarth from Taipei
Formal approval by parlia-

ment to purchase 150 F-16
Falcons from the US and 60
Mirage 2000 fighters from
Franceis expected later this

week, even though the lack of
clear provisions for technology
transfers to Taiwan will
attract widespread; criticism
from lawmakers in both the
ruling Euomintang and the
opposition Democratic Pro-
gressive party,
Mr Sun Chen. Taiwan’s min-

ister of national defence, said
the 210 advanced aircraft will

join 130 IDF (indigenous
developed fighters) now under
production and 90 remaining
F-5E Fighters In the island’s
revamped air defence force.

The 430 jet fighters are
expected to meet all Taiwan’s
air defence needs until the
year 2000 without more pur-
chases from foreign suppliers,
Mr Sun said.

Bulgarian

trade deal

delayed
BULGARIA has been hit by the

failure of the EC Council of

Ministers to approve the
interim trade agreement
signed on March 8 as part of

Bulgaria’s proposed Associa-
tion Agreement with the EC,
Anthony Robinson writes.

Bulgaria has already suf-

fered most from the EC and
UN sanctions on Serbia and
the closure of trade routes
through that country. The EC's
failure also puts in jeopardy its

trade agreement with Euro-
pean Free Trade Association
countries, whose timetable
depends on completing all

stages of EC internal Associa-

tion Agreement procedures.

Bulgarian officials believe
the delay stems from stone-
walling by Italian officials

seeking to strengthen the safe-

guard clauses protecting EC
members from cheap eastern
Europe imports generally.
The Sofia government, which

has just survived an opposition
attempt to force a dissolution
of parliament and early elec-

tions, hopes the Council of
Ministers will finally approve
the trade agreement at its next
session in Brussels on July 19.

talking taints EC-Russian ‘partnership’ accord
Moscow’s interpretation of Gatt rulebook is central to the trade negotiations, writes Lionel Barber

EC trade with the former Soviet Union

Exports

sia has run into difficulty.

The EC’s offer of a "partner-

ship agreement” goes back to

1989 when the Twelve wanted
to encourage economic and
political reform in the former
Soviet Union. Today, the idea
is to strengthen democracy In

Russia with the main incentive

being the “long-term goal” of a

free trade area with the Com-
munity.
In Russian eyes, the EC is a

more important trading part-

ner than the US or Japan. Last
year, Russia accounted for an
estimated 70 per cent of the
former Soviet Union's $4-5bn

trade surplus with the EC.
Yet despite the steady

two-way trade flow, the JEC
remains unsure of how to deal
with Russia's transition to a

market economy andhow to fit

a new approach into a compre-
hensive policy toward the for-

mer Soviet Union, where cen-

tral authority in Moscow is

declining and new republics

are clamouring for attention.

The central difficulty in the

EC-Russia talks stems from
Russian demands for the same
treatment which the Commu-
nity gives members of the Gen-
eral Agreement on Tariffs and
Trade.

In concrete terms, Mr Yeltsin

wants free movement of goods,

services, capital (with some
reservations), and persons. But
the EC says “Gatt treatment"
is out of the question until it

establishes a market economy.
As Sir Leon explained, Rus-

sia still has a long way to go.

Its domestic energy prices are
artificially low because of state
subsidies; Russian enterprises

still do not know what their

costs are; and Russia’s recent
application to join Gatt, while
welcomed in Brussels, will

take a long time to process.

Imports

Ecu bn
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The result is that the EC is

Insisting on a special “safe-
guard” clause which would
apply until Russia fully com-
plies with Gatt rules. This
would allow Brussels wide dis-

cretion to block imports it con-

sidered to fall in the category
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of “dumping", particularly in
sensitive sectors such as alu-
minium, steel and textiles.

The Russians argue that this

clause is much harsher than
the retaliation allowed under
Gatt rules - and likely to deter
foreign investment in potential

hard-currency earning export
industries.

In short, Mr Yeltsin feels the
EC is treating Russia as a
“state trading" country such as
China and North Korea, with-
out recognition of its demo-
cratic reforms. As Brussels has
discovered, the Russians have
not been shy about saying
“Nyet", nor has the fall of com-
munism blunted their negotia-
ting skills.

The debate over “Gatt treat-

ment" touches on Russian
pride; but a good deal of self-in-

terest is also at stake. EC offi-

cials say Russia is pressing for

greater market access for its

exports of low-price uranium
and it wants provisions for
greater freedom of movement
of people so that businessmen
do not have to waste time on
visa applications.

In the field of human rights,

the Community remains hope-

ful it can obtain- satisfactory
guarantees on human rights
before signing a partnership
agreement But an early sug-
gestion for a “suspension"
clause under which the pact
might be put on ice in the
event of human rights abuses,
has apparently been dropped
after Russian objections.

Earlier this year, when Mr
Yeltsin appeared to be fa dan-
ger of losing a popular referen-
dum, the EC sent a delegation
to Moscow offering, for the
first time, the prospect of a
free trade area. “They just
pocketed a major concession,”
says an EC official

Nor has the EC always pres-
ented a united front. Two
months ago, the Queen of Den-
mark issued an invitation to
Mr Yeltsin to come to Copen-
hagen, ostensibly to celebrate
500 years of friendship between
the Baltic near-neighbours.

The Danish Presidency of the
EC described it as a "Danish
initiative”; but EC officials
believe the timing of the invi-
tation was a less-than-subtle
effort to accelerate the pace of
negotiations and secure a deal
for the June 21-22 summit In
the event, Mr Yeltsin did not
turn up. With hindsight, some
EC officials believe Sir Leon's
tough stance in Moscow was
intended to sink any chance of
Mr Yeltsin “hijacking" the
summit.
The challenge in the next

few months will be to put the
negotiations back on track and
resolve the conundrum on Gatt
treatment. One option is to
insert an "evolutionary" clause
holding out the prospect of free
trade if the Russia successfully
follows Gatt discipline.

In this respect. Sir Leon's
encounter may have helped
ooth sides by removing false
expectations about the size and
scope of a future bilateral trade
agreement

)

9

9

i



;t_L£

ANClALTIWES TUESDAY JULY 13 1993

I* * * **
. **l. V.» .'••**•** * '* ,x . /f / >

. . \. ....... •• .A W.X ....

• ax ;*
.

* *

... •**
v av * *

* \
” ' • *>V'. **

:

,. ... . .••••
. ,v •'*

” V ‘ ‘ rM >‘"»T %’;

' .V3:'v
«

•

• ex' a V-'.'
•

' ••'
i

x

«.'>, K;

•
. . ;

.
.' •; it • :\+ :

/•..*• • > ./

.vrvr- .«••.!!: '«• ^ J.iS" . r.- : .• •; .
•

..
•.;' •

<; ^ w *’ A ; :. .... >•

-• - «•••• •> :•:-•
-.

f
- •- ••t< ••>:* •..> .

«
. •. <> ; •• s-- ^

^5’:^ : ••.
.

• •••';>/•• •/'•+**?' •;• •• VV
f J. '-J

..•• 1; *. j. A< ;i
.•••’• •''•.• ••• .'.

•
•

.-i. ..V. •••• \t' - ' N t •.*.. -/v .. •. / 1 .
• X.. *.

•
• • •" .».> -J:.?'.. V' r-"*

V /.
1

i'.-

'•
, ...

-
• ; .« •; '

•
f.

••' V '

^ .rS
J- V >;*>'. r/.r’.?

•

>:-V;

•

•• : •• •. --r 'Vi .V Vm : :*. 4 •?- ; t-; • T - v
v
» "

f:
• :

ie Financial Times outperformed every other publication

in the 1993 European Business Readership Survey.

This latest Independent survey now in Its tenth edition confirms the FTs pm-emlnent position as Europe's

number one business newspaper. It reaches more business people In Europe than any other publication.

Co if vou want to reach more of the right people, you know who to call first.

For further Information, please call Ben Hughes on (44) 71 873 4797 o, contact your local FT representative.
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Producers restrain price rises

Scheme to boost employee share ownership ‘failed’

By Peter Marsh,
Economics Correspondent

INFLATIONARY pressures
remain subdued, according to

government figures released

yesterday which show manu-
facturers increased prices only

fractionally in June in spite of

paying more for materials and
fueL

Prices of factory-made goods

for domestic sale rose 0.1 per

cent during June, the Central

Statistical Office said. In the

year to last month, the rise in

prices was 4 per cent, the same
as in the year to May.
Materials and fuel purchased

by manufacturers increased In

price 7.8 per cent in the 12

months to June, after 7.5 per

cent in the year to May. Sea-

sonally adjusted, these prices

rose 0.3 per cent between May
and June.

The figures confirm that the

fall in sterling since last Sep-

tember's devaluation has yet to

show up significantly in the

prices that manufacturers are

charging at the wholesale

level. They indicate that in a
climate of severe competition

following the recession, manu-
facturers are striving to keep

prices low, a goal helped by
low wage settlements.

Manufactured goods exclu-

ding food, drink and tobacco

A government scheme to boost

share ownership among ordi-

nary employees by allowing
executives to buy share
options at a discount has
failed to achieve its objective.

Incomes Data Services, the
independent pay gronp, said

yesterday.

Almost all the companies
examined which had taken
advantage of the discount for

their executives had schemes
for other groups of employees

In place before the discount
became available, IDS found.
Under a measure in the 1991

Budget, executives became eli-

gible from January 1 last year

to buy shares at up to 15 per

cent below the market price.

Until then, to qualify with the

also showed little upward price

movement in the past month.
These goods rose In price 0.1

per cent during June. The
year-on-year rise of 2.6 per cent

was the same as In the 12

months to May.
While the year-on-year

increase in prices of all manu-
factured goods has edged up
from the 3J5 per cent recorded

in December, the measure for

underlying inflation at the

inland Revenue, the price paid
when the option was exercised

had to be no less than the mar-
ket value of the shares when
the option was granted.

The new discounts were con-

ditional on the setting np of
company-wide employee share

schemes. IDS said: “The intro-

duction of this substantial tax
benefit was explicitly linked to

a need to provide top execu-

tives with an incentive to

spread share ownership to the

shopfloor.”

Research shows that only
two of 28 companies that had
issued discounted executive
share options needed to set up
a new all-employee scheme -

26 already had share schemes
covering all employees.

wholesale level has been fairly

stable. It registered 2.4 per cent
In December and has stayed at

2.6 per cent since February.

In the year to last month,
prices of petroleum products
purchased by manufacturers
increased 8J> per cent Prices of

UK-produced food rose 12.9 per
cent and Imported food 10.5 per

cent However these substan-

tial increases In the prices
being paid for energy and

A total of 108 separate
options had been issued by the

28 companies, 41 of them by
seven FT-SE 100 companies.
The average value of the dis-

counted options was £17,980,

the difference between the
market price on the day of
grant and the option price.

IDS concludes that, while
few companies have issued dis-

counted executive options,
many more have amended the

rules of their schemes to allow

for them, most of which
already have all-employee
share schemes. “For this rea-

son, the growing use of dis-

counted options is unlikely to

farther the government's
stated aim of spreading share
ownership to the shopfloor."

materials were offset by only

subdued rises in prices of met-
als and other imported goods.

After devaluation, the year-

on-year rise in prices of materi-

als and fuels bought by manu-
facturers reached a high of 8.4

per cent in March. Since then,

however. Inflationary pres-

sures on the input side have
been relatively muted. In April

the year-on-year increase in
these prices was 7.2 per cent

Shock! Horror! in the tabloid price wars
THE FIRST day of the summer tabloid

newspaper circulation wars saw the Daily

Mirror, priced lOp, selling out The Sun -

at 20p - saw a rise in sales, while the

Daily Star - unchanged at 25p - was seri-

ously squeezed, writes Raymond Snoddy.
Wholesalers said the price cuts and the

attendant publicity increased yesterday's

overall sale of mass-market newspapers.

The Sun's promotional campaign was
clearly hit by the Daily Mirror's spoiler of
charging lOp for one day's issue. The Mir-

ror, which normally sells about 2.7m
copies, claimed victory, saying it had sold

about 500,000 extra - an increase of about

20 per cent It Is due to return to its usual

27p cover price today, while The Sun
intends to stick with its 5p price cut for

the rest of the summer.

The Sun, which dismissed the Daily Mir-

ror's move as a "one-day gimmick”, said it

had sold between 275,000 and 280,000 extra
copies, compared with the usual figure of

about &5m papers a day.

News International, which owns The
Sun, said it was happy with the results so

far and said the picture would be dearer
by the middle of the week. The Daily Star

is estimated to have lost as much as 10 per
cent of its normal daily sale of about
800,000.

As the circulation battle raged. Mr Kel-

vin MacKenzie, editor of The Sun, and Mr
David Banks, his counterpart at the Daily

Mirror, traded insults.

Mr Banks ridiculed The Sun’s Haim that
the price cut was designed to beat the

recession. He suggested that The Sun had

contributed to the recession by “single-

handedly" ensuring four Conservative
election wins.

Mr MacKenzie replied the only reason
the Mirror was not cutting its price was
that its senior executives had such enor-

mous share options they didn’t want to see

the share price go down.
Mirror Group Newspapers shares closed

14p down yesterday at I53p and News
International shares closed down lp at
215p. There was scepticism in the newspa-
per industry about the wisdom of the price

cuts.

“Midsummer madness", said one special-

ist who asked not to be named. “The real

question is how many of the extra sales

will be retained when the price goes up
again.

1'

Shell denies

cuts in

exploration

due to PRT
By Deborah Hargreaves

SHELL UK is scaling down its

North Sea oil drilling pro-

gramme and cutting jobs in its

exploration department by
between. 20 per cent and 30 per
cent
The company denied yester-

day this was as a result of the
government’s planned changes
to Petroleum Revenue Taxes.

"The PRT changes have under-

lined and given focus to what
we were already looking at in

the North Sea," it said.

An earlier memo sent to

Shell employees referred to the

fact that the PRT changes will

increase exploration costs by a
factor of four. This emphasises
the need for cost-cutting mea-
sures in exploration. Shell has
already begun, a worldwide
campaign to trim costs in an
effort to improve profitability

at a time of low oil prices.

The PRT changes which
abolish tax relief on explora-

tion drilling and cut the rate

paid for existing fields from 75

per cent to 50 per cent, are due
to become law in about a
month.
Many oil companies have

opposed the changes because

they believe up to 30,000 job

losses In the sector could result

Grom the downturn in drilling.

Shell has always publicly

supported the changes by say-

ing the downturn in explora-

tion drilling would be offset by
an increase in development
work.
An official at Shell called the

reference to PRT In the compa-
ny’s memo "rather unfortu-

nate", but said the rest of the

memo made clear the job cuts

were due to long-term struc-

tural changes within the com-
pany.
The Treasury is believed to

have contacted the company
over its apparent change of

tone over the PRT issue. The
company stressed that its sup-

port for the new PRT rules was
unchanged.
Shell’s decision to reduce

jobs is linked to the maturity

of the North Sea and the
declining number' of explora-

tion prospects.

Construction

orders up 29%
OVERSEAS orders won by
British construction companies
rose by by 29 per cent last year

to £Z9bn, according to figures

published yesterday by the
Environment Department
The increase over the £2^bn

of orders won in 1991 was due
mainly to increased work won
in North America and Hong
Kong.
Mr John Gummer, environ-

ment secretary, said the rise in

Far Eastern orders, in one of

the world's growth regions for

construction, was particularly

encouraging.

Japanese sales boost Rover’s market share
By John Griffiths

ROVER GROUP was the only

major vehicle maker to
increase sales during the first

half of 1693 in continental
Europe's shrinking new car
market
A 44 per cent sales rise in

Japan - where the new car
market is also suffering the

first notable reverse in its his-

tory - has also helped the Brit-

ish Aerospace subsidiary
increase its overall sales by 13

per cent In the six months.
Rover's sharp Japanese sales

rise is from a small base - the

increase was from 4,300 to

6,200.

But Rover executives see it

as cause for further celebration

following Honda’s decision to

sell the Land Rover Discovery

model in Japan badged as a

Honda - the first time a west-

ern manufacturer’s model has

received such an endorsement
Helped by sharp increases in

other export markets outside

Europe, Rover’s total sales in

the first half rose to 2024.00

from 178^00 in the same period

a year ago.

UK sales were up 14 per cent,

at 119,700, and total export

sales were 12 per cent higher at

82.400.

The 5 per cent increase in

continental sales, to 65.500,

came in the face of estimates

from the European Automobile
Manufacturers Association last

week that the combined total

sales in 17 west European mar-
kets were down by 17.5 per
cent in the first half.

Total export sales outside

Japan were up 54 per cent, to

16^00 units.

Despite the collapse in the

German new car market,
where sales were down more
than 20 per cent In the first

half. Rover increased its sales

In Germany by 6 per cent and
is planning to double the size

of its dealer network in the
country over the next two
years.

Ministers
position on Maastricht
By PMBp Stephens
and Alison Smith

MR JOHN MAJOR was last

night under pressure from pro-

European ministers in his gov-

ernment to declare he was
ready if necessary to risk the
imposition in Britain of the

social chapter rather than
abandon ratification of the
Maastricht treaty.

. The mobilisation of the Euro-
phfles within the Conservative

party was reflected also in the

counter-attack by heavy-
weights against the decision of

Lady Thatcher, the former
prime minister, to vote for a

referendum on Maastricht
when the issue is put to the
House of Lords tomorrow.
Downing Street refused to

comment on mounting specula-

tion at Westminster that a
combination of opposition par-

ties and rebellious Tory Euro-
sceptics could defeat the gov-

ernment in a House of Com-
mons vote on the social chap-

ter on July 26.

Euro-sceptics described a
government defeat as "a racing

certainty”, even if ministers

managed to persuade Northern
Ireland unionist MPs not to

vote with the opposition. The
Conservative government has

Mr Kenneth Clarke, chancel-

lor of the exchequer, was said

to be among ministers who

want the prime minister to

pinifA it clear in advance of the

vote that whatever the out-

come the government would

press ahead with ratification.

The ministers hope that such

a threat will dissuade the

Euro-sceptics from voting for

the inclusion of the social

chapter in the belief that Mr
Major would then abandon the

treaty.

But Mr Clarke Is said to be

among a majority who believe

that even if the government is

defeated it should press ahead

with ratification. Initially the

government could ignore the

Commons vote - as it is tech-

nically outside the ratification

legislation - but it might then

be open to a legal challenge to

the social chapter opt-out

The pro-European majority

in the cabinet argues that if

the UK were then forced to

abandon the opt-out, the blame

would fell directly on the Euro-

sceptics.

Ways of minimising the con-

troversy of ratifying the treaty

as negotiated, even after a

Commons defeat, are at the

heart of contingency plans

being drawn up within govem-

motion of confidence to be

taken immediately after any

defeat
The confidence motion

would bring back into line

some at least of the rebels, and

might be framed to include an

endorsement of the govern-

ment's stance on the social

chapter.

Sir Nicholas Lyell, the attor-

ney-general, is said to have

advised colleagues that ratify-

ing the treaty in spite of a

defeat would not worsen the

government's position in the

threatened Euro-sceptic

attempt to seek judicial review

of what the government has

done so far in its pursuit of

ratification.

Conservative sensitivities

about Maastricht were under-

lined as former cabinet minis-

ters accused Lady Thatcher of

disloyalty, even though the

government is confident that

her call for a referendum will

be defeated.

Lord Howe, the former chan-

cellor and foreign secretary,

said that if her predecessor bad

led an organised rebellion dur-

ing her own premiership, then

she would have regarded It as

“pretty disloyal”.

Ha gave a warning that to

embark on a referendum cam-

Legal disputes at Lloyd’s

threaten reform plans
awards for negligence - areBy Richard tapper

FRESH EFFORTS to win an
out-of-court settlement to

legal. disputes at Lloyd’s of

London are running into diffi-

culties, casting a shadow over

efforts to restore profitability

at the Insurance market
Seventy-one groups of loss-

making Names - the individu-

als who back underwriting at

the insurance market - were
invited last week to submit
statements to Sir Michael Kerr,

the former high court judge
who is chairing a panel set up
to assess Names’ claims.

Names claim that a deadline

of July 23 is unrealistic and
will not allow them to consult

with legal counsel. Mr David
Tiplady, a solicitor represent-

ing four groups of Names, said:

"It is impossible".

Mr Tiplady is pressing the
panel to put back its deadline

to mid-August. But Mr Bill

Knight, of solicitors Simmons
& Simmons, which is working
with the panel, stressed that
the deadline is a “hard” one.

He said the panel will be
unable to report to Lloyd’s by
the autumn unless it sticks to
this deadline.

Lloyd’s, which last month
reported its third successive

year of record losses, is keen to

settle litigation with Names in
order to restore confidence as
it seeks to attract fresh capital

Separately Mr Michael
Deeny. chairman of the Gooda
Walker Names Action group,

the biggest group of loss-mak-

ing Names, says his group will

meet the deadline but that
“smaller less well-financed
groups" will be at a disadvan-
tage. Mr Deeny who is also a
member of a second panel
which is examining the poten-

tial financial resources avail-

able for a settlement, says he is

“sceptical” about its chances of

success.

He says the errors and omis-
sions insurers - which cover
Lloyd's agencies against

only prepared to consider a set-

tlement which would not “trig-

ger their own reinsurance pro-

tections”. Since E&O insurers
- themselves Lloyd's syndi-

cates - usually buy reinsur-

ance, this would mean that the

amount available to settle

claims would be limited.

“At the end of the day all the

arm twisting by the Lloyd's
management hasn't got any-
where. The only solution is to

get a coart judgment and put

thirty to forty agencies into liq-

uidation,” said Nr Deeny.

Names on syndicates which

have sustained heavy losses

from asbestosls will submit
evidence to Sir Michael Kerr's

panel alleging that the manag-
ers of several syndicates spe-

cialising in long-tail business

should have left accounts of

their 1979 year open. Long-tail

syndicates underwrite business

in which claims typically

emerge many years after poli-

cies were underwritten.

Former heavyweight boxing champion Henry Cooper (above)
sold his three Lonsdale Belts at auction yesterday for £42,000.
Cooper, 59, was forced to sell the belts to meet losses at Lloyd's
of London, where he was a Name.
The belts were sold at a Sotheby's sale of sporting memorabi-

lia held at Kent County Cricket Club’s ground in Canterbury.
They had been expected to make £70,000. Asked what he would
do with the cash, he said he would invest it “but not at Lloyd’s”.
Cooper stopped underwriting in 1985 and resigned from the

market in 1989. He was a member of a number of syndicates,
including at least one managed by the Oakeley Vaughan agency,
which made heavy losses in the early 1980s.
He is the only boxer to have won three of the belts which are

presented after three successful British title fights. The belts
system was inaugurated by the 5th Earl of Lonsdale in 1909 to
provide an incentive for boxers in an age of restricted parses.
Cooper won the heavyweight crown in January 1959 beating

Brian London at Earls Court, west London. He went on to make
eight successful defences, but gave up the title in May 1969.
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Going
for

gold
n the 19th century gold
nwhes, prospectors sons
“M seductive metal by

trudging across rough terrain
and studying streams and rocks
for signs of hidden wealth.
Today, mining companies

have a much more sophisticated
array of data to guide them to
gold-bearing deposits. They can
assemble a mass of information,
hy land or air, on a region’s
magnetic, gravitational,
geological and chemical
peculiarities and then work out
where to start drilling.

But this is where the
difficulties come in. Drilling
holes is expensive - about
$50,000 (£33,000) a time,

|

Including laboratory analysts
- and there are no rules on how
to use all the data to pinpoint
potential mines. However, if
a computer program devised
by a Sussex University scientist
is taken up widely, much of the
uncertainty and cost could be
reduced.

Lecturer Peter Williams’
computer neural network
program - such programs
recognise patterns and trends
among a dense mass of data
rather than make complex
calculations - has been tried
successfully by a big US mining
company. Using magnetic data
from 171 drillings, it was tested
on two sites. It predicted
accurately that one would yield
gold and the other (thought to'

have potential after 36 test
drillings) would not

It has also been used in

south-east Asia and attracted
interest from an Australian
mining group. Williams says
his program can be used for

small or large areas and even
whole countries where the
magnetic and gravitational data
is available. He has developed
his program over three years,

but he does not claim it will

replace present methods of

looking for gold.

“It is another tool tn the
toolbox.** he says modestly. “It

tilts the odds in favour of the

prospector.
**

Andrew Fisher

I
t would probably never occur
to most drivers of non-auto-
“5“ cars that changing gear

h,,**
^ PossrtJle by pressing a

button instead of laving to reach
down and move a lever. Imagine
being able to operate the gears as
easUy as turning on the lights or
windscreen wipers.
The technology is there, but has

yet to be put into widely available

“fj- ?01
£^fr ' a start is being

*uade by Prodnve, the UK motor
sport engineering concern which
prepares some of the world's lead-
ing race and rally cars. It has devel-
oped a road-going version of the
press-button, semi-automatic gear-
boxes hitherto confined to leading
grand prix teams and the world
championship rally cars Prodrive
operates for Subaru of Japan.
Although the system will mak*

its off-track debut this year in one
of Italy’s best-known makes of
exotic sports car. it could be added
to almost any car’s conventional
manual gearbox. “There is no rea-
son why it should not be cheaper
than, say, power steering," accord-
ing to David LapWOlth, managing
director of Prodrive's engineering
services subsidiary.

In its current road-going form, the
system is being tested by Prodrive
hi a Subaru Legacy saloon. No mod-
ifications have been made' to the
car's conventional gearbox. Instead,
the normal clutch operating cylin-
der is supplemented by an actuat-
ing mechanism whose operation is

managed by an electronic control
unit (Ecu) and an air tank- and
small compressors located remotely
- In the Legacy's case, in the boot.
The actuating unit is about a foot

long. Along with the valve system it

is small enough to have been
installed in the Legacy's transmis-
sion tunnel without modifying the
bodywork.
The driver selects gears by touch-

ing buttons on the upper and lower
surfaces of the steering wheel. Spe-
cific buttons do not select specific

gears. Instead, any button on the
upper surface takes the car up a
gear, and any button on the lower
surface takes it down. Repeated
pressing takes the car sequentially
up or down through the gears.

The clever bit lies in what the
Ecu does on receiving a gear change
instruction - relayed electronically
- from the driver. For upshifts, the
driver simply presses the button
without either lifting his foot from
the accelerator pedal or operating

the clutch pedal. The Ecu throttles

back the engine at the same time as
ordering the compressor to operate
the dutch. The resultant upshift is

as fast as any achievable manually

by a Nigel Mansell or Ayrton
Senna.
The principles are the same for

downshifts - except that the Ecu
prevents the engine being strained

Almost any car could dispense with

its gear lever, writes John Griffiths

Drivers on
the button
Prodrive Engineering's semi-automatic gear shift

Throttle cable

Gear shift up/aovm

Valve otock Engoe speed

Vs^CorappMQfg

through over-revving, should the
driver seek to change down too
early. In this event, the Ecu is capa-
ble of both “blipping-" the accelera-

tor and delaying the clutch opera-

tion until gear and engine speeds
are compatible.

What are the benefits? In the area
of performance motoring, gears can
be changed with optimum efficiency

while preserving maximum control

over the car by keeping both hands
on the steering wheel. Clutch wear
is also minimised and manual oper-

ation of the clutch is required only

when starting or stopping.

Prodrive’s Legacy test model
retains both its clutch pedal and the
conventional gear lever - a function

of its close kinship to the rally cars,

which can revert to manual clutch

and gear changing as a competition

“fail safe". On the back roads near
Prodrive's Banbury. Oxfordshire,

headquarters, it is disconcerting to

have the gearshift seemingly oper-

ating itself while the driver uses the

press button system. But, as Lap-
worth stresses, neither clutch pedal

Valve block

nor gear lever need be retained for

non-sporting applications.

Preoccupation with competition -

the bulk of Prodrive's business -

meant the company could not start

on a road version until early last

year. The development programme
has three phases:

First is the Legacy system, fitted

as an aid to enthusiastic driving.

Second is a system which selects

the gears itself at the appropriate

moment, depending on accelerator

position - in effect a fully auto-

matic gearbox. This system also

allows drive-away from rest.

This second phase still involves

adding equipment to existing trans-

missions. and would be applicable

in areas such as cheaply converting

ordinary cars for use by the disa-

bled.

But the logical final phase, points

out Lapworth, would be for car
makers to manufacture gearboxes
specially designed for the system.

The unit cost of these could be
much lower than for conventional

manual gearboxes because - thanks

to the “autosftift" ensuring that

gear and engine speeds are compati-
ble during changes - synchromesh
and all its complicated cones and
other components could be dis-

pensed with.

There are rival transmissions,
however, which their proponents
might argue are a still more sophis-

ticated answer to the average

motorist's needs. Chief among these

is the continuously variable trans-

mission (CVT). Already fitted to
some Ford, Fiat, Volvo, Rover
Group and even Subaru models, the

CVT provides an infinitely variable

number of gear ratios by means of

steel drive belts working around
expandable pullers.

The theory of the CVT is that the

driver depresses the accelerator

according to whether he wants max-
imum or mild acceleration, or a
high or low cruising speed. The
engine spins up to the required

number of revolutions needed to

meet these needs with maximum
efficiency ' - and the transmission
accelerates the car in the most effi-

cient way to “catch up" with the
accelerator setting, and subse-

quently cruises the vehicle at the
most economical engine speed.

The proclaimed advantage of the

CVT is that it allows the engine to

operate in its most efficient revolu-

tion band. The driver has to do no
more than engage forward or
reverse; the energy-sapping losses

caused by the hydraulic torque con-

verter of a conventional automatic
transmission - which typically pro-

duced fuel consumption 15 per cent
worse than a manual as well as

weakening performance - are
largely absent.

Lapworth acknowledges that the
CVT is a desirable transmission.
However, it costs more than a con-

ventional automatic transmission -

and still has more inherent energy
losses than a manual transmission.

“It will become a better proposition
if and when a car maker produces
both a CVT and an engine which
are specifically designed to work
together," says Lapworth. “But il

you had to rate them in cold energy
efficiency terms, on a scale of one to

10, the manual would be at 10, folly

developed CVT engine/transmission

at nine and the existing conven-
tional automatic at six or seven.

“And if you accept that you don’t

need synchromesh in our type of

transmission, you could pack in six

or seven gear ratios in the same
space, so that for most drivers you
would have something very close to

a CVT anyway."
Although the autoshift is cur-

rently Prodrive's only serious road

car project, Lapworth says there Is

much potential for applying motor
sport-based technology on a wider

front - “cars are full of things
hydraulic and mechanical which
could be better controlled", he says.

Technically Speaking

Multimedia in

handcuffs
By Tom Foremski

CC nr^Y'-r
Multimedia tech-

oology has the
potential to spawn

I a gp" large new markets

s&’F*
1” in entertainmentM and education, but**

a battle between
copyright holders and multimedia
publishers threatens to obstruct
the emerging market.
Multimedia developers see great

potential in the use of CD-Rom
discs to store thousands of audio,
video, graphics and text clips.

Organised as an Interactive ency-
clopedia, adventure game or as a

multimedia history of Christopher

Columbus, for example, they
become powerful educational and
reference tools, allowing users to

steer through enormous amounts
of information easily and quickly.

But developers of such applica-

tions complain that copyright
holders are asking large fees for

the use of small snippets of exist-

ing audio or video from tape and!

film libraries and that the copy-

right licensing process is complex
and time consuming.

In turn, copyright holders are

worried about the integrity of

their work, which when trans-

formed into digital form can very
easily be copied or modified. Writ-

ers, film-makers, artists and pho-

tographers fear they might lose

control of their works and their

ability to collect future royalties.

The US Office of Technology
Assessment has recognised the

problem. In a report Issued last

year, it warned that the develop-

ment of multimedia programs
could be hurt by current copyright
regulations that are not well
suited to the new technologies.

Multimedia title developers say
they are willing to pay for copy-
right clearances, but simply locat-

ing copyright holders is a big

problem. Warner New Media, for

example, when developing a multi-

media title on the Berlin Wall,

wanted to use a clip from the

musical film West Side Story. This
involved obtaining and paying for

copyright clearance from the film

company, the musicians, the
music composer, the actors and
the writers. But Warner missed a

copyright, held by the choreogra-

pher, and could not use the clip.

One loophole some multimedia

developers have successfully used

is the “fair use" provision of US
copyright law. This allows use of a
copyrighted work “for purposes
such as criticism, comment, news
reporting, teaching, including
multiple copies for classroom use,

scholarship, or research”.

However. US courts have inter-

preted Mr use in unpredictable

ways. Last year, for example, a US
federal court ruled against Texaco
which had argued that in photo-

copying scientific papers, it was
protected from copyright infringe-

ment allegations since the papers

were used for research.

With fair use vaguely defined by
US courts, many multimedia
applications developers are
looking for copyright-free mate-
rial. The largest source of copy-

right-free text is Project Guten-
berg. It offers 50 copyright -free

publications in digital form,
known as “etexts”. These include

classic books such as Alice in

Wonderland and Peter Pan. Mich-
ael Hart, founder of Project Guten-
berg, says It will offer 10,000 etexts

by the end of the decade.

Multimedia title developers can
also turn to a growing number of

CD-Rom disks full of music clips,

photographs and video footage, all

available without copyright fees.

None the less, copyright-free or

public domain material is a lim-

ited resource. A copyright clear-

ance mechanism is needed that

allows copyright holders to tap

into the potentially lucrative mul-
timedia applications market with-

out surrendering control over
their work. Multimedia title pro-

ducers, in turn, need an easy way
to reach copyright holders and
negotiate copyright clearance fees.

One solution could be the cre-

ation of copyright clearance cen-

tres that would represent the

works of artists, musicians, pho-

tographers, video producers and
authors. Such centres would allow

multimedia developers to shop for

content and pay a reasonable tee

for the material used. The benefits

of such a system would be to

remove roadblocks to a new indus-

try that could provide consumers
with a wide range of multimedia
titles.
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Second
time

around
I

n the US, failure is often

regarded as a learning expe-

rience. In the UK even suc-

cess is no guarantee a business-

man can raise finance.

In contrast with tbe US. Brit-

ish venture capitalists make
very little use of “second time
entrepreneurs,'’ businessmen
and women who have sold one
successful venture and want to

move on to a second, according

to a study* by the Centre for

Management Buy-Out Research.

Nearly three-quarters of ven-

ture capitalists polled said they

would prefer to finance an
entrepreneur or a manager who
had played a leading role in a

previous venture. But only 23
per cent had used a team leader

from one of their own invest-

ments again. And while 53 per

cent used a team leader previ-

ously bached by another venture

firm these two figures overlap-

ped and total use, as a share of

deals completed, was low.

Tbe main reason given by ven-

ture capitalists was that they
could not find suitable candi-

dates. Tbe entrepreneur’s expe-

rience might be in a different

sector or in a much smaller or

larger company. Venture capi-

talists were suspicious that

someone who had made one for-

tune would be insufficiently

motivated to do it again.

It also emerged that venture
capitalists did not actively pur-

sue entrepreneurs who had sold

out Only 17 per cent of venture

firms polled evaluated their suc-

cessful entrepreneurs.

But the venture capitalists

were not to blame alone. Many
entrepreneurs were reluctant to

go a second round with the same
venture capitalist who had
backed them the first time. Also,

having made one fortune, the
entrepreneur might have less

need of venture funds to get

started a second time.

'Venture Capitalists and Sec-

ond Time Entrepreneurs. M.
Wright and K. Robbie. Centre far
Management Buy-Out Research.

Nottingham University, Notting-

ham NG7 2RD. Teh 0602 515494.

27 pages. £25.
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MANAGEMENT; THE GROWING BUSINESS
Charles Batchelor continues his series answering questions on the European single market

Understanding the issues

T
he Growing Business
Page's Single Market Q&A
series is intended to allow
readers to raise issues

prompted by tbe formal launch Of

the single European market on Jan-

uary 1. 1993.

In theory the barriers have come
down in Europe, but in practice

doing business across borders can
be complex and time consuming.

Merits of a
pan-European title

Q: In your last Single Market
Q&A you explained how EC legisla-

tion on the compatibility of profes-

sional qualifications would allow a
British chartered engineer to regis-

ter in Germany.
We are consulting civil and struc-

tural engineers and are currently

evaluating a number of projects in

Germany. A few years ago all char-

tered engineers were encouraged to

register as European Engineers and
were rewarded with the qualifica-

tion EurJng. Does this qualifica-

tion carry any real weight? b it

sufficient to guarantee acceptance

on the official list of approved engi-

neers at file regional chambers of

architects (Architektenkammer).
A: The EurJng. title is a pan-Eu-

ropean title for chartered engineers

operating in Europe, though it is

not covered by EC legislation on the

freedom of establishment of profes-

sionals (89/48fl3EC). It confers no
extra privileges but its value lies in
the fact that it is a readily recognis-

able professional qualification
Europe-wide.

More than 15,000 professional
engineers in Europe currently hold

the title, with some 300 applying
every month.
Although the EurJng. title may

only be obtained by qualified char-

tered engineers it is not sufficient to

guarantee acceptance on official

list of approved engineers at tbe

regional chambers of architects.

VAT reporting
requirements queried

Q: I have recently set up a business

and will shortly start exporting to

other EC member states. What are
the present VAT reporting require-

ments in the UK?
A: UK VAT registered businesses

are required to provide Customs
and Excise with EC Sales Lists

(ESLs), on a quarterly basis, for all

sates to other VAT registered busi-

nesses in the Community. These
lists itemise sales by values and
VAT registration numbers of buy-
ers. They are required by Customs
at the end of each raiqnrier quarter
- March. June, September and
December.
However, small businesses with

an annual turnover of less than
£62.000 and sales not exceeding
£11,500 in the EC may be exempted
from providing ESLs. This is discre-

tionary and you should seek guid-

ance from your Customs office.

Businesses with exports exceed-

ing £135,000 a year to the EC must
also provide Supplementary Sales

Declarations (SSDs) on a calender

month basis. These reports must
list a iqinimiTm of eight items of

transaction data, for example, deliv-

ery term and mode of transport, for

each sale.

Importers who exceed the £135,000

threshold for EC purchases must
also provide SSDs, the information

for which is used to compile Euro-
pean Community trade statistics

known as Intrastate.

A green approach
to labelling

Q: I have heard there is a label

which states that my products are
environmental^ sound. How can I

obtain such a label and what are
the objectives of the scheme?
A: The label to which you refer is

the EC Ecolabel which demon-
strates that your product has the
mlnlmutn adverse impact on the
environment To apply for an Ecola-

bel contact one of the national

organisations set up to administer
the scheme. In the UK it is: UK
Ecolabelling Board. 7th Floor, East-

bury House, 30-34 Albert Embank-
ment London SEl TTL. Tel: 071 820

1199. Pax: 071 820 1104.

The purpose of the voluntary
scheme is to promote the design,

production, marketing and use of

products that have the least impact
on the environment Tbe Ecolabel

also aims to encourage the produc-

tion of more environmentally
benign products.

EC working groups have started

to devise Ecolabelling criteria for a
range of products, including wash-
ing machines, based on their envi-

ronmental performance throughout
their life cycle.

Once the Ecolabelling organisa-

tion has decided to award a label it

notifies the European Commission.
The Commission than informs inter-

est grouj» in other member states.

After 30 days the Ecolabelling body
may award the label, provided there

are no objections from either the

Commission or another member
state. If objections are not resolved

within a further 15 days the pro-

posed award wfiL be submitted to

the Commission’s Regulatory Com-
mittee for a decision. A contract is

drawn up between the Ecolabelling

authority and the applicant

Notice of the award is published

in the Official Journal erf the Euro-

pean Communities.
The Ecolabelling authority in the

UK charges an application fee of

£500 including VAT. An annual
license fee of 0.15 per cent plus VAT
is also payable. This is based on the

volume of sales of the product
within the member states at ex-fac-

tory prices. Fees will vary slightly

between member states.

This subject is covered by the EC
regulation on the Community Ecol-

abel award scheme (880/92) and
applies to all products except for

pharmaceuticals, beverages and
foodstuffs.

Directives affect UK
employees abroad

Q: I intend shortly to establish a
subsidiary in France and will be
posting at least one member of staff

there. In the light of the UK’s

recent abstention from the vote on
the EC directive on ‘‘Working

Time”, what will be the position of

a UK worker in France?

A: Although, your employees will

still be working for a British com-

pany, they will be based in France

and will be subject to French
national legislation as wen as any
relevant EC regulations and direc-

tives in force. Once the “Working

Time" directive has been formally

adopted in France all employees
working for French, UK or other

companies will have the legal right

to:

• A mtnhnirm daily rest period of

11 consecutive hours

• At least one day off a week
• Four weeks animal paid holiday

• A restriction on night work to a
maximum of an average of eight

hoars. The Commission has recom-
mended the length of nightworking

be averaged over 14 days but has

left a final derision to the individual

member states

• Mandatory daily rest breaks
after six hours.

These conditions will apply in all

EC member states except the UK.
However, the directive allows for

exemptions if your company is

involved in the fishery, agriculture,

offshore and transport industries.

Community workers will still be
able to work more than 48 hours a
week voluntarily if safeguards to

prevent abuse are in place. Tbe
UK’s abstention win therefore have
no real affect on your staff in

France.

Help with language
courses

Q: I am a UK citizen living and

working in -Germany and would
like to enrol on a German language

coarse. Can I apply for a grant

loan or tax relief on such a course"

A: There are no grants, loans or tax

relief available fin
- individuals want-

ing to pursue language training in

Germany. But there are regional

promotion programmes designed to

help German companies prepare

and develop their employees for

working in the single market.

These programmes do not exist in

every Land and the conditions and

benefits vary according to the devel-

opment-strategies of the region.

On a Community level, the

increased trade, mobility and cul-

tural exchange which has resulted

from the development of the inter-

nal market has led to the introduc-

tion of the Lingua programme. This

is an EC initiative which promotes

a more widespread understanding

and use of the Community Lan-

guages. It is not a programme tar-

geted directly at business, although

the aim is to promote foreign. lan-

guage skills in the workforce.

For further information contact

The UK Lingua Unit, Seymour
Mews House, Seymour Mews. Lon-

don WTH 9PE. Tel: 071 725 9493 Fax:

071 224 1906. The European head-

quarters of the programme is at

Bureau Lingua, 10 rue du Com-
merce, B-1040 Brussels. Tel: 322 511

42 18 Fax: 322 511 43 76.

Previous features in this series

appeared on June 1, May 4 and
March 9.

If you have any queries relating

to doing business in Europe or to

the changes brought about by the

creation of the single European

market, please write or fax the

address below. We can only print

a selection of letters received and
cannot reply indMduaily.

Charles Batchelor,

Single Market Q&A
Financial Times,
Number One Southwark Bridge
London SEl 9HL
Fax: 071 873 3833

This feature has been compiled

with the assistance of Ore

European Information Centre of
the London Chamber of
Commerce.

Focus
on bank
charges

D oes it make sense to

shop around among
banks for a good deal? A

trial carried out by Business

Money, a new monthly newslet-

ter,* reveals significant differ-

ences between the charges

quoted by a range of banks.

The 17 banks approached pro-

vided quotes ranging from £17 to

£1,400 to manage an account for

a year. Business Money asked

the b^ks to quote for a cus-

tomer expecting to write more

foan £100^000 worth of cheques a

year, paying in 300 cheques and

£2,000 in cash a month, and
maintaining an average credit

balance of £3,000.

The newsletter is based in

Street, Somerset and stipulated

the account must be maintained

elsewhere, to prevent discrimina-

tion against banks without a

local branch. Many businesses

prefer a local contact point but

others with accounts tn credit

often never visit their branch,

says Robert Lefroy, editor and a

former banker with 28 years

experience.

The £17 quote came from

Allied Trust, a London-based
hank- with no branch network:

the £1,400 proposal from

National Westminster.

Other low quotes came from

the Coop Bank (£750. though this

included six months free bank-

ing) and Clydesdale Bank (£911).

Offers from the other main clear-

ers were £1,161 from Lloyds and

£L258 from Barclays while Mid-

land refused to quote, citing,

according to Lefroy, its “aggres-

sive new policy.”

Quotes of between £1,100 and

£1,200 came from Allied Irish,

Ru n if of Scotland, Royal Bank of

Scotland and Ulster Bank.

One lesson to emerge was it

might make sense for companies

to split their banking, putting
raah deposits through Girobank

and other business through low-

cost operations, suggests Lefroy.
*Provides listings of loan costs

across a range of business sectors

and details of leasing and factor-

ing charges. Annual subscription

£59. PO Box 1658, Street. Somer-

set. BA6 9FK Teh 0458 48207.
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BUSINESS OPPORTUNITIES
READBISARE RECOMMENDEDTO8SKAPPROPRIATE PROFESSIONALADVICE BSORE ENTERING WTOCOMMITMENTS

BUSINESS SERVICES

FINANCIAL OPPORTUNITY £I25K
Owner/manager of specialist manufacturing/service business

supplying the food and general packaging industry with

current turnoverof£lm per annum (projecting to £3m/£4m
by 1995) requires extra finance to both replace working capital

and finance additional business generated bya recently

completed investment programme.

Company has no bank borrowings following successful bank
aversion therapy three years ago. Regret equity stake noton offer

but opportunity might interest private or small institutional

investor able to make quick funding decision on basis of debenture

and extremely attractive interest rate for fixed berm loan.

Virile to Box B1305, Financial Times.

One Southwark Bridge, London SEl 9HL

MERGER OR INVESTOR
Established specialist hl-tech industrial/commercial contractors,
baaed In London.
LucnUftr dealerships with manufacturers tn place, many prestigious
contracts completed.
Wishes to expand generally but In particular la expand to Middle East
and Spain where we have an esodustve 3 year agreement to marinrt.

sell & install a unique construction material, with which this company
alone did ® £400fc ofwork In the UK last year.

Financially strong partner sought with ability to invest minimum of

axioofc.

Sox BJ308. Financial Times. One Sauttnoark Bridge. Latvian SJi 9HL

Dutch Trading Company with 40 years experience in textile trade - mainly

transit business between former socialist countries and Africa - desires to

establish co-operation with important outside Common Market group for

serving European markets.

Excellent trade references and sound financial background.

Own offices and 4,000 square meter bonded warehouses, at 5 minutes drive

Grom Amsterdam International Airport, with experienced staff to handle

storage, distribution and forwarding

Write to Box B1578, Financial Times, One Southwark Bridge, London SEl 9BL

Property Vulture Fund Syndicate

15% Income Yield plus Capital Growth

individuals or Companies interested in participating in a successful

U.K. property vulture fond syndicate to exploit receivership property

opportunities should write to die Chairman, Veteran Properties limited,

12 Pembridgc Square, W.2. or telephone 0920 438 48S to arrange a meeting.

FT-SE 100 CHIEF EXECUTIVE
- RETIRED EARLY

Seeks chairmanship, advisory role or non executive directorship where the
chafenge and theOterrMyanmore important than size. Career has spanned
City, Industry and commerce with significant operating experience In the US,
Asta/Podflc/Australia as wel as UK and Europe. Well connected at highest
government levels. Tel: 071 235 6210.

(-Distr/itfinfs/—

To MILLION

Tel:0733 341445
Write to Mrs. F.T. Rnnyeit
IDEAL. HORSE MAIL ORDER
S Flag Business Exchange
Peterborough PEI 5TX

Doafor butacw Htd capital?

available for

+ Business Loans
Ventura Capital

Project Financing

Commercial Property
< Letters of Credit

Prime Bank Notes
MBO’s and MBI’s

0- Commercial Re-mortgages

NO RESULTS - NO FEES
Tel: 0625 51 1634
Face 0625 61 2761

THEATRE INVESTORS WANTED for Hgft-

proffle temfl? show. Write to Bom B1292,

Financial Times, One Soirihwaift Bridge,

London setam-

expert
VALUER

20 years unblemished

track record requires

capital to take advantage

of high yielding property

investments.

FAX:071-720 598S

GREETINGS
Lindt publisher of greeting cords snd
mxknczy pwlikW n now GoMcing don|friy
and icivkiK of In animal rcofl bare on

ngwudtink.

Forrwiil dtafboan iboold bane ncccrafiil

Bade record la lamring a twsba* tad JC9UXH
ratiosapM.

Yaa ait offered re oppartann to pUcfadc la

t genuine braises with ranttaai

TEL: 861 488 4469

Japanese 4-Door Shtans

& Pick-Ups

5-Speeds& Automatics - All with air

conditioning Due to arrive in

quantity in major European port.

Fax your requests to:

401-94^8002(USA)

Ambitious young entreprenew

pSyra), self-starter, experience

in tough third-world projects,

Spanish speaker, necks
opportunity wtto established

Iraflvtdual or spot*}, requiring

young ‘pair of legs'.

Please rail: 0327 61693

UK Equity Investors
Sought for tax efficient (BES) comptoy

trad ing In tapilnl goods. Experienced

umtgeoiem and proven trade recced.

Potential return on investment, create of

30% per unon far 40% Me tax payer.

Write to Bax BI313,
Fimmdal Times. One Sotufnuaii Bridge.

LondanSEJ 9HL

LONG ESTABLISHES
ELECTRICALCONTROL PANEL

MANUFACTURER
wfadiea to merge or sell due to

Senior DirectX retiring, TJO rim approx.

Good customer base.

Details tot

Bax BI30Q, PiondaJ Times.

One Sowbwsrfc Bridge, London SEl 9HL

Management Buy-Out
What is your company worth?

PC spreadsheet valuation model, as used

by venture capitalists. £49.95 + VAT.

For further details contact;

BIAS (London) LttL

28 GroavenorStreet, LondonW1X9FB
Tel: 071-917 97U foe 071-9176002

YOUR FLAT IN MOSCOW
1,000 sq. ft fumsbed flat to

prestigious region of Moscow,
convenient location, 4

bedrooms, kitchen, bathroom.

To Let From 16,000 pounda/yr

Phone I Fax;

0107-095-930-G2-88

CHANNEL ISLANDS
Offshore Company Formation

and Administration. Also Liberia.

Panama & BVI etc Total offshore

facilities and services.

For dcorib amt uppoi anneal write

Gray Tron Ltd, Betatmc Btoose,

2-4 BotaiMR4& Metier, Teaey.CX
TeL QS34 78774, fox 0534 35401

Tlx 4192227 COFORM C

( < )RI*C)R\11 . SI I \Ri:i K lU'l lt

Ri .Ol IKLI)

for Business Travel Agency. Minority

or Majority holding available. Most

have own travel spend.

Principals only please.

Apply loiBox BU23, Financial Times.

Ok Southwark Bridge. London SEl 9HL

FINANCE REQUIRED wttfi equity
porflcfcuOon, for student accommodation

profact ‘On-Campus site wttfi exoaiteu
projected returns. Substantial City Grant

achieved. Prindpe] Lenders onty.

Free 0233784*38/712207.

OFFICE EQUIPMENT

Thames Television
FINALCLEARANCE TO AUCTION

Magnificent 7ft executive desk with credetua mahogany.
12 rosewood suites, grey cantelever desiring, mobile pedestals.

Superb westing boose screen based workstations.

Boardroom tables, VUD chairs, typist chairs from £25.00

MUSTCLEAR

Phone 081-549 9339

WANTED
OFFICE FURNITURE
upentiy required by substantial

Any quantity, good quality

will be promptly coflected by professionals and paid by
CASH or DRAFT.

TEL: 0202390307(501108)

REACH GLOBAL TRADE MARKETS

UK & Offshore Company Specialists

,

br CoMpanf Ifcm t. wk-vf*
, ' tcnrU 1JmutaV fmfraetkJjma
inlnm;xintiprldtM tb* trUe vf I K
mJMnutiwfcaM/nm-J-emabm

ifcaf a <ifar v tt> trtrfVci- Jfcw
bar Br Mfcrr ibul or

wtrkr
onrf Ibr ame cuMrfJtrr

UK LTD £84.95

Jin. rtiti au hidden

euros
ITe Hudmabr to rrftrnJ Ibr J/ffnvHtr.

ubaua the

r*orts-r or a k» rr

litrr:;

f.rki i

ck r-c

COM!

HAPPY WITH YOUR BUSINESS
IN SWITZERLAND?

Does it respond to the changing environment? Does It

exploit the opportunities therein? We offer tailored solutions.

Q OUTSOURCING
LOCAL REPRESENTATION
MANAGEMENT SERVICES
INDEPENDENT ADVICE

Contact Gregory Voikart at
VOLKART MASCO, Forchstrasse 95, 8032 Zurich
Tel: 01041-1-382 00 66, Fax: 01041-1-382 00 90

HELPLINE
Will answer your questions about

doing business in France .

Tel: (010 33 1) 44 70 90 72
Fax: (010 33 1) 44 70 90 73

Charts
|

Cbartline Europe covers 12
European stocfcnarfcets. Ask for 1

a free copy. VfK-Vertag.
P.OBOX 245,DS2043 Pelbcfc,

Jg«uany/Fax4P8979372S4

HARLEY STREET BUSINESS CENTRE.
Fully serviced offices, business address,
boardroom, a* secretarial eonkna ptos tan
Montana end message taring far father
dteaSa. Pfisnn <J71 E37 S5DK.

Business Recovery
abUabed a EaBfltsta

> Funding adv
-Mariratiug

Fora new approach and fresh ideas.

Richard Fitzgerald ACA
AS2 Limited - 081 442 002S

YOUR MAILING ADDRESS In London,
Parts. Benin, Frankfurt. Madrid nod 70
other lop locations worldwide. Call
FtefltM« 071 872 SGOO

SELLING IN GERMANY PLANNED? For
ojustASiy. mn&tancB. aamfee. lepmaaraafan.

mpectafly buKQng systems and products

contact International Trade ConautL Tat
+48 4407 5400. Ffce +48 4407 20378

YOUR OFFICE in LONDON From 70p a day.

AxnmTst AnsTWFaxftial Baa ale. OMoe
Boa. Tab07! 4380768 Fax:071 5803729

MEDIA BUYING - WORLDWIDE. For A
brochure on our coat-nttacitva media
pfeurtig 4 buytog service Tot 081 882 9137

GROSVEHOH STREET. W1. Luc. him,
serviced cdticoa. sec., fax & tehne. fr. £85
pw. Shontong leL Tafc 071 839 8544

BUSINESSES WANTED

For a continental
HOLDING COMPANY

We are looking to acquire either a:

- commercial enterprise or similar firms

- service company, preferably in distribution

(no EDP company)

- manufacturing organisation (no capital goods)

in the developed industrial countries of Europe. For
example, we could imagine that companies with
successor problems might be interested in this
advertisement

We assure complete discretion. Please mail all offers
or queries to:

CFC MANAGEMENT SERVICES CORK
Birsfelderstrasse 3 - CH-4132 Muttenz/Basel

TRADING COMPANY WANTED
We are part of a prestigious international Group and wish to
expand our present trading activities having succeeded m the areas
of Non-Ferrous Metals, Textile Yams, Fibre and Fabrics. Coffee
and Plastic raw materials. Please fax to us if you are a successful
Trading Company and wish to sell; or merge with us. All
correspondence will be treated in the strictest confidence.

LONDON METALS & COUMOOmES LTD
Fnc 071 4091281

ENGINEERED PRODUCTS MANUFACTURE
1

^
T

!,
t/°

i

busfnT3 combination of light mechanic*
electrical, electronics and software design, assembly and test souaht tsubadfary of US Corporation. WeU docunwn^^StdefSiMdSSdlr

Principals or appointed intermediaries with soenfo-
Plea™ telephone Adrtan

Medical Equipment
Suppliers and Repair Agents
A well established Id-tec engineering
oo*npony approved to BS57S0 standard
wbhes to expand its business into tbe
media! equipment market. Any
suppliersor reparribvcdwnl agencies are
requested to forward details of any
European product support demands.

Please respond lo:

BaxB1315, Fbamctal Times,

One Sotohrark Bridge, LondonSE/ pm,
where the opportunhiea will be explored
on b confidential basis.

IATA AGENCY
REQUIRED
LONDON

Please contact: Martin Neve
Telephone: 0737 221311

PERSONAL
Al
f7
HPHS TOUR book pubu

Wwtea art) fctiai MB*

,

138awnpton Road. London »V3 ihy



BUSINESSES FOR SALE

Bamaby Foods PLC
On Administration)

TCw Writ Administelors offer for sah the
businessand assets ofBamaby Foods ttc.

Minufocturew of traditional fund made
•neat Phs. sausages and quiches

fWuaron is both fresh chlBedandfnuer
m Established customer base
" Freehold factory and premises in North
London

• Turnover approx. £L5 million per annum
Ail enquiries to loint Administrator of

Bamaby Foods Pic. Ernst * Ytxre^ Bectef House;
1 Lambeth Palace Road. London S£J 7EU.
Tel: 071428 2000 fExf 3021). Fax: 07142B 0421

sUErnst&Young
4od Hidp; ed carry ear

Bv OnJcr of die AdmtauuTadvi; Recover

LADIES FASHION RETAILERS
with National Representation

12 trading branches in High Street locations
Freehold HQ and Warehouse in Wadbid
Garment and accessories stock at valuation
Projected weekly T/O c. £100,000

Written Enquiries Only - Re£ MPB

EDWARD SYMMONS
& PARTNERS

2 Southwark Street, London Bridge, London SEl IRQ
Faxi 071-407 6423

London > Manchester • Liverpool - Bristol * Southampton

Tel: 071-407 8454

Sunroofs and Car Security Products
Manufacture and Distribution

West Midlands

The Joint Administrative Receivers otter for sale the business end assets of
Auto Products International Limited.

Principal features indude:

Turnover UK and Europe £1.75 million.

US subsidiary turnover $2 million.

Established branded products.

Patented designs.

Experienced workforce.

Slock, plant and machinery.

For further information contact the Joint Administrative Receiver, Myles Halley.
KPMG Peat Marwick. Peat House. 1 Waterloo Way. Leicester LEI 6LP.
Tel: 0533 471122. Fax: 0533 547626.

wf&J Corporate Recovery

PLC, WISHES TO ACQUIRE COACH & TOUR
OPERATING COMPANIES ANYWHERE IN THE

UK, BENELUX, GERMANY.
Any status, solvent or insolvent

Please repto in the strictest confidence to: The Managing Director. BarBJJJO.
Financial Tones, One Soalkwark Bridge, London SEl 9HL

An "invitation to negotiate" was published in the

newspaper Rzeczpospolita on
October 12, 1992

The Polish Ministry of Privatization

is now proceeding with the privatization of a textile

manufacturer ZKT LUBAWA
Based in North Eastern Poland, Lubawa produces
products ranging from tents, rucksacks, tarpaulins

through safety belts, bullet - proof vests to protective

clothing and uniforms.

In 1 992 the company's turnover amounted to

3.5 min USD net profit - 209,000 USD

Investors potentially Interested in acquiring shares
are invited to contact the

Ministry via its advisors:

(NG BH Consultants

00-950 Warsaw, ul. Emilii Plater 28
phone: 6305666, 6305608

fax: 6305660, sat: 39121746

PRESTIGE BUSINESS
BlQg SATJC

World renowned exclusive
specialist retailer and wholesaler

with prime Weal End location.
Annual turnover £lm plus.
Valuable Isaac. Increasing
turnover. Great scope. Price

£50.000 plus stock and debtors at

valuation. SW: 8440

CTfftMopherAnp
163 0UK**«ltoctf
B'nkfttS. Swrry. 003 STB
Tel: 0932 3S2889
Poe 0032 3433SS

MOTOR
ACCESSORIES/PARTS

Offers sro befog sought fora small

tonfl esmbfehed chain at retd motor
acceesortas/parts shops located in

Central London.

Grass Retatt Sales In the most recent

year era apprarimatafy £1.75 mUon.

Fbr (Mate principals only should

apply« Box No. BT580, Financial

Tmes, One Southwark Bridge,

London SEl 9HL

The BGardroom Magazine

For Sale
The Joint Administrators offer for sale as a going concern,

the title, business and assets of

The Boardroom Magazine Limited

O Free monthly distribution of c. 90,000 copies

O Gross advertising revenue of c. £500,000 p.a.

O Experienced staff

O Glossy property/lifestyle title

For turthar derate, ptaasa contact the joint adninfeu atom: ffiflat Paul and

Vomcn Wright of Stephan Paul Wright, 15 New Budge Street. London, EC4V8AU

Tel: 071 3534010 Fax: 071 353 3957

COMPUTER NETWORKING
MADRID,SPAM
-FOR SALE

"
"Estabtehad aubaieftary of U.fC

parent Great potential in a sector

growing 30% perannum. System
integrator resefing market leading

network products. Technical and
Projed Management strengths.AH
repOea kt confidence hr. Bax 81311
Financial Timas. One Southwark

Bridge, London SEl 9HL

UNUSUAL TRADE REFUSE
COLLECTION BUSINESS

FOR SALE
Prestigious c&arde. Laotian area. T/O

£60J)00 per month. Nci profit £30,000

per month. Minimum sale price £lm-

Box B1307, FinancialTana,

One Southwark Bridge, London SEl 9UL

Established Central Southern
England Based Added Value
Gift and Promotional. Ware

Company,Turnover c 1700k,

Seeks discussions leadtsoto
Sale, Merger orAcomsmoN.
Wrile to Bax So. B1309. Financial

Tunes,One Sootlwark Bridge.

London SEt 9HL.

INTERNATIONALLY KNOWN FORCE with

U order booh stuaesd In iuuI Dwon kwa
Freeflow stone butting comprising oftas.

showroom, workrooms. Possible 1st Sow
living accommodation. All wuh pfenning

permission. Dafcament safe Write to Box

01304, Financial Tknee. One Southwark

Bndqo. London SET 9HL

Building
Contractor

WnxERAausammb rsotrinu

DOE/Loou.Mtmtmarnrrmtaam
DKatASIV CAttlAL lASG >y

HUtu/uwanm ihto labcw cnoco-

Flense wthc saBocBlXlFbwnMTnm.
One Somhwuk Bridie, London SEl 9KL

HotoVRebtadrant
Sand exclusive iattndtioiEiOy

reawnmended hoed gad renauram Cm sale.

Dee to lerircmenL Good bold geide

Egon Romy etc. In wealthy toorei jra.

FidrUmi act turnover. Innn.inaH«<‘

comMlioa Vahohlc freehold. Snhstentul
figure required.

Principals only write to Box Bi306,

FinancialTana, OneStnohearkBridge.
London SEl 0HL

BUSINESSFOR SALE
GKTWARE/CERAMIC
/IMPORTING COMPANY

I
nng«K»,h>«hM import mmpany

ymUrng iii Far rancm and European

roerdwndtse. Excellent ran^iwtinnfc in ihe

wholesale and retail trades. Turnover

400k - 750k pA Pitsriguns customer base

with great potential for further expansion.

Ideal uppunuairy to acquire. AO
leaaouUe offers lobe considered.

Please write to Hidamd Lad,

Link 38 Baldock Ind Esl

London Rid, Baldock

Herts. SCntiNG.

LEGAL
NOTICES

No: OOSCfeflWtf
la Ibe High Coen of Aadce

duaccrv Djvinaa

BV THE MATTER OP
THORN UGHTING UMRED

AND
IN THE MATTER OE

THE COMPANIES ACT IMS

NOTICE IS HEREBY GIVEN lint * PcMKW

vttt on ihc day ol Jeac 1993 prenentod »
Her Mijniy'a High Coon of Justice to

r

ihc

ronlirnonMi at (1) Ihe redasrioB of *e dare

capital of the obo»e-n»aied Company from

ltV.2T7jXn sod USSI.V.430JD00 OridaS Mo
19.277.U0Q Ofdinar) Shares <rf £1 each and

I >1.4MOW ’A" Outmary Share* of USSI each

u IJ o’.770 and USSI J5&X7-07 dbrided hno

19^77flfl On&ur? Shares of £001 each and

I .VJ.43fl.niW 'A' Ordinary Shares of

USSUOUWISMOb each and fl) v siiwUatem of

Ihc share premhnn, occomu of ihe Gompaay.

.VN1> NOTICE IS FURTHER GIVEN dal 0«o

uid Pcthisn is duoaed n> be heard betore Mr

Regisrar BocUe* ti Ok RoyaJ Coorta ofJnsdra,

Stood. London WCJA ZLL M Wedacsday Ihe

Zlil day of July 1993. ANY CREDITOR of

Shareholder of "ihe said Company desiring M
oppose Lhc making of an Order lor ihe

conDnnaiiOB of ihe said nabdioa of Ihe share

njnial and oaceiUioo ol the Stare FremMn

Acooom slwkd appea* at *e time o< die heariog

in person or by Counsel for iftai pnrjmao. A copy

of llw sod Peadon will be forabbed U any sndi

person requiring ihe same by the

undermentioned Solidlm* oo pajmeni Ol the

regstaed charge for ibe same-

Doled Ihe 9di day Of jHty 199S

Asbnca Morrfa Crisp

Broadwatt Honan

5 ApfKitd Street

Jxmloa EGA 2HA
RehSAW/qmi^lIRlC
Sohator* tar ihe »a»d Cbmpaiiy.

CITY SITE ESTATES PUBLIC UMTTED
COMPANY’

NOTICE is hereby give* dial In die POirioa

pireenicd by Cliy Site Emres pohlie Itauta

k< ita COort oi Sesrfoo. Seodaod for

cunfiimabon of redntriwi ol stare capllal by ®e

Cancellation of the whole ammmi of

Oiiwaoyl: share prefflhan aocoimt. da Own oo

Kih lily 1993 panted an order direeMg^ttta *e

f^kkntsolStctkms IMpf. (4) ** t5) at tee

Companies Art 1984 stall Ml »M»lj a* n&flb

Hit aeiUkiP of th* Company or any darn ofMan

andccabmOE ratadtai of share caqnMhy

oocctoton of ihc whole of Ihe stare premium

S^Hriei. «a* duly Kgjwmd ik Regto

of Companies id GU*pow on /nty. lW-

htaiee of whkh reghamlita *
McGnpx Donald

SgjjoHois foe lhc Company

ttS-SQacMSutta

tUINBURGH
flthJnh. IW3 -

DORSET - NR LYME REGIS.A psriod

tamhouao wHh 7 Hgiippod txRday oteagw
and about 10 acraa. poacofitey located

in a lovefy setoh Isdno nrri poxOcn

sea vlaws- 4 bedroom, beteroom, bent

room, oUinQMlnlng room, kfteften. utBty

room, omc«, IwlL Garago. A range ol

a^laRieid bidkkige. 7 hoUay aktages -

(B whh ana vtane) - Entfbh Touilst Bawl

MgHy commanded with 4 keys. For nie
by Private Treaty. Details: Humberts

Bridport Office Tefc P308) 22215

FOR SALE
Loos csaMMwd acoustic control bushien

ftdJy equipped Ibr the dcsi&i. jmsnfacnav

and iostmlhtioa of hill range of acoustic

control eqmpmem. Substantial customer

base in the UK. Europe and Overseas.

PlesBe apply in suier coefidenoe uc

Star Cargo pic.

Star Cargo House, ThOTXpsmra Close.

Harpeoden. Hens, AL5 4SB.

Speclaust
RECRUITMENT

Agency available
FOR SALE CLOSE TO

Heathrow
Wore to Boa B13E Financial Them,

One Soufawaik Bddp^ Loudna SEl 9HL.

UK Leu ot

advertising -

ggec

tor sale m Printing -

- marketing 071 343

CONTRACTS & TENDERS

r
SUMMARY INVITATION TO TENDERSNo 23.172

The National Bank of Greece SA- intends to cooperate with a 'BACKUP SITE

RECOVERY SERVICES' installed in Europe, using an rBM environment with a

50 MIPS CPU and 100 GB disk space.

The detailed invitation to tenders, including the installation specifications, the

timescales and the participation terms may be obtained, only by those suppliers who

meet the mentioned requirements, from the Organisation and EDP Centre Division of

the National Bank of Greece, (2, ZiBsimoponlou Street, Office 401 175 64 Athens, tel.

00301-9303740, fax. 00301-9428539). Where foreign firms are concerned, it may be

obtained by maiL

The offers shall be submitted or mailed to the above address until 30th September 1993

(08:00-16:00). No offers will be acceptable later than the above date.

NATIONAL BANK OF GREECE S-A.

V.

LEGAL
NOTICES

HOTELS & LICENSED PREMISES
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Hotel for Sale or Rent
Hotel does not ftt with present Plc requremenis

52 bedroom hotel in N.E. town. ONLY 28 bedrooms in use.

Oibecs need iefutbishmenu Function Room 250 covers. Turnover

forecast to 31.12.93 £350k ex VAT. Price: £475,000 Freehold.

For further details contact:

A* J, Richards

The Coach House, Bill Hill Park,

Wokingham, Berkshire RGB SQT
Tel: 0734 776490 Fax: 0734 785199

bid Creep {*•

mRcgLKctal O®*
dec. for rtnflranuon of

re ftamum Acmrem. ®° C«rt

dated 9 July my
VBTgeriUM »
mjrtca daimiiifS

ttaMio if SO ndvweti wilhlu

y . Of frocb iBlMMliM

Jf nil which ndta is beieby

n
lioocn
u,B^ughElP7WN

Appear in the Financial Times on Tuesdays, Fridays and Saturdays.

Fbr further information or to advertise in this section

please contact Kart Loynton on 071 873 4780

or Melanie Miles on 071-873 3308

FINANCIALTIMES
cuitoM s nu4wiimiw*H*

FOR SALE
ROAD HAULAGE FIRM
M6MOTORWAYLOCATION

NORTH OF ENGLAND
Lsog established, profitable family firm

seeks buyer due to retirement.

Operating bom prime site lsuitable rut

further development) adjacent lo M6
uttercfaoge with major PLC casUmcn.
Modem Oeet (IS vehicles)T/O £LSn.
Net profit; £300K-

Principals only please contact:

Bax B1312. Financial Tima
OacSoadnuaritBridge, London SEl 9HL

GNiUR
u Ernst & Young Corporate Finance has been

retained by Greater Manchester Passenger Transport

Authority to dispose of the business of Greater

Manchester Buses, Greater Manchester's principal

bus operator.

m The business is to be sold as two companies

serving frie north and south of Greater Manchester

respectively. Key features of each company are:

> North

- Fleet in excess of 900 vehicles

- Evfensive portfolio of operational properties includ-

ing 6 depots

- Revenue ofapproximately £60 million per annum
South
- Fleet in excess of 700 vehicles

- Extensive portfolio of operational properties includ-

ing 5 depots

- Revenue of approximately £50 million per annum
- Coaching operation

For further information please contact Nigel Barratt or

David Buchan, in writing, at Ernst & Young Corporate Finance,

Commercial Union House. Albert Square, ManchesterM2 6LP.

=!1Ernst&Young
Authorised try The Institute of Chartered Accountants in England and Wales

to carry on investment business.

The Joint Administrative Receivers,

David Emanuel Merton Mond FCA, and David BoUomley FCA,

offer for sale the business, assets and goodwill of:

MORGANS TIMBER

GROUP LIMITED

• The Company specialises as timber merchants

and importers.

• A subsidiary company specialises in kiln drying.

• Current turnover is in excess of

£7,300,000 p.a.

• Substantial stocks of timber.

• Freehold properties: 5.15 acres in Kirkby,

nr Liverpool including buildings extending to

38,515 sq.ft:-

3.5 acres in Hunslet, Leeds including three

units totalling 40,191 sq.ft.,

two ofwhich produce a rental in excess

of£31,000 p.a.

• Excellent customer list.

Fbr lurttar information please contact:

D.EJuL Mond
Hodgsons

48 George Street,

Manchester. Ml 4HF. '

Tet 061 228 7444

Fax: 081 228 7356

HODGSONS h
UUMnWHAKHC
BW>iiwinw*<Mr»»

Spondon Garages Limited

17A Spondon Caravan Centre

[In Receivership)

The business and assets of the above caravan retailer

are avaflaWe lor sale as a gang concern, js a consequertce

ofrecewership.

• Ma^deateshfteMkSan*

caravans, with a stock of over 200 new and used

caravans.

• Landscaped freehold 4 acre showground, offices and

workshops, at Spondon, Derbyshire.

• The site provides ample car parking, with caletma,

accessory and leisure shops, workshops and petrol

forecourt

• Annual sates over ffim.

• Petrol sates of approximately 16£0Q gallons per week.

• Skied workforce of 62.

Enquiries to;

R J Rees FCA, Price Waterhouse

Victoria House, 76 BBhm Street, Nottingham NG13QY

Telephone: 0602 419321 Fax: 0602 475225

Price Whterhouse #
On the Instructions ofMD Blake Esq and JBR Dare Esq

ofKPMG Peat Marwick, joint Administrative Receivers

of HLM Developments Limited.

THE MANOR AT NEWLANDS
Nr Guildford, Surrey

Hotel set in approximately 6.5 acres

«— 20 Letting Bedrooms with en suite facilities

* 3 Bedroom Managers House

8 Staff Bedrooms

— Restaurant for 60

— Ballroom for 120

Conference Facilities

Ref. 4/5631

Offers in the region of £625,000 freehold

For further details and viewing arrangements contact:

Simon Hughes or Guy Bohane on 071 486 4231

CHRISTIE &. C2

CANADIAN COMPANY
For Sale

specialist long astabfished in

Toronto. Central lo the

North American free bade

market For datais

Fax 416^64-8067

RECEIVERSmPS/LKXIIDAHON - PINK

PAGES - The weekly guide to every

Ineotvenl company. Direct eantafll with

UquMatars/Rwelvers. Fully indexed

according lo company type. Froe

sample copy - Tat (0273) 62B6B1. 24Hm

INDUSTRIAL PLANT
& MACHINERY

Values and Auctioneer seeks

merger/outright sala

Principals only.

Wrfia to Bax B1298, Financial Tones.

OnBSoufauBk&kigB.

LotdonSEI SHL

UAOAZINE ADVERTISING ASSETS Of

Insolvent companies and businesses.

Tel: 071-282 1184 Fes: 071 706 3464.

Photo Copying Sales

and ServiceCompany
The Joint Administrative Receivers E. V. L.

Blackwell and H_ T. Head offer for sale the

business and assets of this established

company which services and sells a wide
range ofphoto copiers.

+ Well established in die local area

41* Established customer base along the south

coast

4b Turnover ofapproximately£2m per annum
+ Over 1 ,000 signed service contracts

4> Presently located at leasehold premises

in Dorset

For further information please contact

Eddie Blackwell or Edward Head of
Sroy Hayward, Park House,
102-108 Above Ban Southampton,
Hampshire SQ9 5HJ. Tel: 0703 636915.

Fax: 0703 339369.

STOYHAYWARD
Aiimintmus jnd Businas Advisers A member of Horwath International

Audiorued by
(he {restituttof

Chartered Accountants

in England and Wales

to carry on imrsrmenr business

E&CT Koopman
& Son Limited
(In Receivership)

The busmess and asset of this old estabfished

silver antique dealing company are available for sale as

a going concern as a result of receivership.

• Prestigious leasehold site in Chancery Lane, London,

above the London Silver Vaults.

• Audited turnover of £10 mffion in the year to Aprf

1992.

• Strong name, established reputation, founded in

1960.

• Substantial stock of high quality antique silver.

• International network of customers.

• Retail and trade sales.

For further information please contact

Alan Barrett Price Waterhouse,

No 1 London Bridge, London SEl 9QL
Telephone: 071-939 3000
Facsknie: 071-939 4176

Price Jfhterhouse #

Please Contact PbMp Sykes sad Join U1B

Jotat AdeUilitthc Knxhcn
BDO Binder Haattyn

20 Old Bailey

Utadoa EC4M 7HH
TeL 071 <99 9000

Fas. 071 489 6295

BDO
BINDER
HAMLYN

Chartered Accountants
AtUiorimd by the fastitate efCJuulend Aemmlaatt in England

and WMa locaTTj an ntnafreml tmtinm

DIVERSIFIED SOFT
FURNISHINGS CO

Seeks purchaser or merger

opportunity for its fabric

Wholesaling and Converting

Division. Turnover£L6tn apprOx.

Gross Profit 25%
National Retail Customer Base

Write Baa B1303, Financial Times,

One Scmbwsit Bridge. London SHI 9HL

STRUCTURAL
STEELWORK

Wen established and reputable

structural steel fabricating

company with good profit

record and client base. Freehold

modern factory located East

Midlands. Offered for sale.

Coupdenialenquiries as

Box B1314, Financial Times, One

Sooibwaifc Bridge, Umdoo SEl 9HL
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Belgian pension
rules discriminate

An experiment in marrying
China’s socialist civil law
system to Hong Kong’s
version ofUK common law

is nearing completion, with the list-

ing this month of the first mainland
Chinese state-controlled company,
on the Hong Kong Stock Exchange.
Tsingtao Brewery, shares in

which will be traded from this

Thursday, is the first of nine compa-
nies being brought to market.
. Incorporated in Tsingtao's
articles of association is an attempt
to codify common law on matters

such as the role and responsibilities

of directors, protection of minori-

ties, and accounting standards.

Corporate law in China is still in
its Infancy. It was only in May last

year that the Chinese government
published a set of regulations gov-

erning companies, known as the
Standard Opinion on Joint Stock
Companies. The Standard Opinion
applies to mainland Chinese compa-
nies which have issued, or plan to

issue, shares to employees, the pub-
lic or both. It is an interim set of

regulations that has the force of

law, and will stand until officials

have drafted a comprehensive com-
panies law - currently undergoing
its fourth revision.

A Hong Kong Stock Exchange
team, led by Mr Anthony Neoh, QC,
and incorporating outside legal

experts and representatives from
the Securities and Futures Commis-
sion, the colony’s corporate watch-
dog, worked for nearly a year with
mainland Chinese counterparts on
the terms under which the Hong
Kong exchange would accept a
mainland company listing. The
Hong Kong exchange and the SFC
were concerned to ensure that
minority shareholders in Chinese
companies would have a level of

investor protection comparable
with that of shareholders in compa-
nies registered in Hong Kong. Hong
Kong companies are subject to the
colony's Companies Ordinance,
stock exchange listing rules and
regulation by the SFC.
The most difficult issue they had

to overcome was the difference
between Hong Kong and Chinese
law. In China, law is found only in
written codes. Case law, where it

exists, is used merely for reference.

By contrast, Hong Kong’s law. as

with other common law jurisdic-

tions, is based on statute and princi-

ples developed in the courts, and so
is found only in case law.

“The whole law on the fiduciary

responsibilities of directors or the

rights of different classes of share-

holders has been built up by our
courts since the 1850s and 2860s,"

says Mr Neoh. To ensure that main-
land Chinese directors and manag-
ers would be subject to the same
legal constraints as their counter-
parts in Hong Kong, “we had to go
back to the cases to extract the

A Belgian law
A i a* which laid down
iXl I /u different methods

for calculating
pension pay-

f ments depending
^ on the sex of the

European recipient was
COURT declared to be dis-

criminatory and
contrary to European Community
law despite the fact that the retire-

ment age of 60 was the same for

men and women.
The case arose in the context of

a preliminary reference from the

Antwerp employment tribunal
Under Belgian law, pension rights

were calculated on the basis of the

number of years worked; this

could not be higher than 45 for a
man and 40 for a woman. The
amount of the pension was fixed

on the basis of a percentage of the

individual's pamings.
However, for the years worked

before 1955, the amount fixed was
a standard sum. The male appli-

cant was given his pension on the

basis of 45 years' work, nine of

which were pre-1955. Had the

applicant been female only four of

the “standard” years would have
been taken into account and the

recipient would have received a

higher pension.

The court held that EC social

security provisions prohibited dis-

crimination based on the sex of

the individual when calculating

benefits. The system under Bel-

gian law was discriminatory on
this basis. The court also held that

the Belgian system did not fall

within the exceptions laid down in

the relevant EC provisions.

The Court reiterated that the

article in the EC directive laying

down the principle of non-discrim-

ination was of direct effect; and it

had been so from the date set

down for its implementation into

national law. People discriminated

against, it said, had the right to be
treated the same as those who
were at present favoured by
national legislation.

C- 154/92: Remi van Cant v Kyks-
dienst voor pensloenen, ECJ. July 1

1993

Parallel imports and the EC-
Austria Free Trade Agreement
In a recent case, the Court was
requested by a national court in

Germany to give a preliminary
ruling on the issue of parallel

imports from Austria to Germany.
This required the interpretation of

certain provisions in the EC-Aus-
tria Free Trade Agreement.
The case concerned parallel

imports of a medicine from Aus-
tria to Germany. The medicine
had been made and sold in Ger-

many. It was also exported by the

manufacturer to Austria, where it

was sold by the manufacturer's
Austrian company.
A German parallel importer

wanted to sell the same product in
;

Germany by importing it from !

Austria. The only difference

between the imported product and i

the domestic one was that the for-
|

mer would display a label with the
j

importer's name and address.

The importer sought permission
j

for sale in Germany from the

domestic authorities. Documents
showing that the product was
identical to the domestic product

were lodged in support of the
application. Under German law, it

was also necessary to produce evi-

dence on the manufacture of the

product and quality control meth-
ods. The importer referred to the

manufacturer's evidence on these

points, which had been lodged
with the national authorities.

Authorisation was refused on
the grounds that insufficient evi-

dence had been produced. The
matter was brought before a Ber-

lin court, from where a reference

was sent to the ECJ.
The ECJ held that the provi-

sions relating to the free move-
ment of goods in the EC-Austria
Free Trade Agreement, which are

identical to the corresponding pro-

visions in the EC treaty, should be
construed as prohibiting such
action by the national authorities.

The British and Italian govern-

ments argued that, although the

refusal to grant the relevant
authorisation was contrary to the
provisions in the EC treaty, the
same could not he said when inter-

preting the provisions in the free

trade agreement. This was
because the free trade agreement
did not envisage legislative har-

monisation measures in the phar-

maceutical sector. This argument
was rejected by the ECJ.
C-207/91: Eurim-Pharm GmbH v
Bundesgesundhdtsamt. ECJ 5CH,
July 1 1993

BRICKCOURT CHAMBERS,
BRUSSELS

Simon Holberton on the challenges

posed by listing mainland companies
on Hong Kong's stock exchange

Solutions to

Chinese puzzle

able to sue a director personally.

Mr Neoh concedes that it is diffi-

cult to predict how this provision

will develop, but says “This provi-

sion will put pressure on non^®-

faulting directors to act against tne

defaulting director to. avoid their

being embroiled in a legal dispute-

The taflfcs between the mainland

Chinese and Hong Kong officials

were facilitated by the fact that

many of them had western legal

training, says Mr Neoh. He says, for

example: “I asked them what their

LEGAL BRIEFS

conception of a limited company
was. One senior official said a lim-

Helping hand: HongKong Stock Exchange wanted to protect shareholders

principles”, he adds.

The mainland companies are issu-

ing class
UH” shares in Hong Kong.

These shares differ legally from
class *‘A” shares, which will be
issued to mainland shareholders,
much in the same way as ordinary

shares differ from preference
shares. The question of class rights
- between holders of “H" and “A”
shares - was solved by adopting
Canada’s codification of common
law on the subject, as enshrined in
its Business Corporations Act
Other factors, such as the duties

and obligations of directors, were
derived from Hong Kong case law.

China's Standard Opinion says the

duty of directors is to act “honestly
and sincerely”; it is silent on a
director's obligations. The articles

of association of Tsingtao incorpo-

rate standard “duties and obliga-

tions” familiar to any western direc-

tor, such as: “To observe obliga-

tions of a fiduciary not to place
himself in a position where his duty
and his interest may conflict.”

Another potential difficulty was
shareholders' right of redress in the

courts. This was solved by incorpo-

rating in the articles of association

a provision for disputes to be adju-

dicated - at the choice of the claim-

ant - in either the China Interna-

tional Economic and Trade
Arbitration Commission or the
Hong Kong International Arbitra-

tion Centre. Judgments in either tri-

bunal are enforceable in either

jurisdiction, because China and the

UK (and by extension Hong Kong)
are party to the New York Conven-

tion for the Recognition and
Enforcement of Arbitral Awards.
The mainland companies have

also accepted that their directors

can be sued personally. Under Hong
Kong corporate law only the com-
pany can sue its directors. If a
shareholder can prove oppression
by a controlling shareholder, an
individual can sue a director on
behalf of other minority sharehold-

ers in what is known as a “deriva-

tive action”.

A derivative action, however, is

an unknown legal concept in China.

So, through a series of interlocking

contracts signed by the directors

and the company, shareholders in

the nine state companies will be

ited company was one where the

company was liable only to the

extent of its capital- Another, giving

the correct answer, said a limited

company meant shareholders were

not liable for more than their initial

subscription.” At that moment, says

Mr Neoh, one mainland official

piped up: “Salomon against Salo-

mon" - a reference to a US case

from 1897 which established the

Hmitafinng of liability of sharehold-

ers to their subscription of capital.

The initial Chinese confusion

stemmed from the definition of a

company in the Standard Opinion,

says Mr Neoh. It says a shareholder

“must, within the limits of burcon-
tribution, be responsible for the

company’s debts”.

In spite of recent developments,

modern law in China - only 14

years in the making — remains in a

state of flux. It is a land where the

rule of man has always prevailed

over the rule of law. From imperial

times to the present, the obiter dicta

of Che emperor or the Communist
party chief has been accorded the

force of law. In 1988, Mr Peng Zhen,

a senior Communist party elder

who, in UK legal terms, held the

twin responsibilities of home secre-

tary and Lord Chancellor, was
asked if the law was more impor-

tant than the Communist party.

Tm not very sure about that" Mr
Peng said.

The codified common law written

into the articles of association of

the Chinese companies being listed

in Hong Kong does not recognise

the Communist party. Duties and
obligations are framed solely in

terms of a company’s relationship

with its owners.
Mr Neoh is cautiously optimistic.

“We have spent a lot of time with

these companies - I have visited

three of them myself - and they are
very keen to comply with our
rules,” he says. “There are two
forces working in our direction:
management have a boss to report

to; and there is market discipline.

Their share price will fall if they
break the rules.”

But he concedes he cannot fore-

cast how successful the changes
will be. “I can’t predict anything;
Tm just hoping. We should know
within the next six months or so”

Regional firms

compete with

City of London

L
arge regional firms are

competing increasingly for

work that has traditionallyjwnm uuu um
been done by City ofLondcmlaw

firms, according to the 1993 edition

of The Legal 500*, the Iatestedition

of the clients’ guide to the UK’s

top 500 law films, which has just

been published.

Regional firms have improved

in quality terms, it says, and have

proved very competitive on cost,

paring the recession this has

proved attractive to commercial

clients.
Otherwise, this sixth edition

of the guide contains few surprises.

Tbe list of the top 10 company and

commercial law firms in London,

for example, is the same as in 1992,

except that Allen & Overy and

Lovell White Durrant have moved

up a couple of places at the expense

of Norton Rose and Herbert Smith.

One feature absent from the 1993

guide that will be sorely missed

is its recommendation of “firms

going from strength to strength”.

Perhaps this is an indication of

the impact of the recession on the

legal profession.

*The Legal 500 -the Client's Guide

to UKLaw Firms, by John

Pritchard, Legalease, £39

Trademark award

Q
uaker Oats Co has been

ordered to pay $2&5m in

damages to Sands, Taylor

& Wood Co, a small

Vermont company, in what is

believed to be the largest award
for trademark infringement ever

made.
Quaker was originally ordered

to pay $42.6m to Sands for

infringing its trademark
“thirst-aid” by using It in an
advertising campaign for Quaker’s

best selling soft drink,

Gatorade. The award was reduced -

after a federal appeals court
ruled that the original award was
too high.

PEOPLE
Richard Farrant to head SFA
The Securities and Futures
Authority, the self-regulatory

organisation for the profes-
sional securities business, is

replacing John Young, who
has moved on to become chief

executive of the Securities &
Investments Board, with Bank
of England veteran Richard
Farrant
Farrant 49, who has been at

the Bank since 1967, is cur-
rently one of the four deputy
heads of banking supervision,
with specific responsibility for

supervisory policy. He has
therefore had no recent line-

management responsibilities
for the likes of BCCL and is not
named in the Bingham report

which criticised the Bank of

England’s supervisory role in
the collapse of the corrupt
international bank.
Christopher Sharpies, chair-

man of the SFA, points out
that Farrant is “very knowl-
edgeable” on the International
aspects of the SFA's business.

In addition to his familiarity

with Brussels and the formula-
tion of EC directives, he is one

of the two UK members of the
Basle Supervisors Committee,
and has chaired its off balance

sheet group since 1991.

He has also had spells
abroad, notably with the IMF
in Washington and in Hong
Kong. Between 1984 and 1966,

he served as adviser to the
Hong Kong Banking Commis-
sioner, handling a succession
of crises in local banks as well
as working on the revision of

the centre's bank supervision
law.

A keen cyclist, pedalling

from Paddington to the Bank
every morning, Farrant is

already familiar with the SFA's
style having worked with its

capital committee. He claims
to be impressed by the “dose
practitioner involvement” in
the SFA’s approach to regula-

tion.

Young, a former deputy
senior partner of Simon &
Coates before he moved to the
Stock Exchange, was there
when TSA, the securities regu-

lator which later merged with
the futures regulatory body,
was set up. and is credited
with helping to set the tone for

an informal and practical

approach to regulation. “The
SFA has been good and dili-

gent, and possibly lucky, in not
having an accident on its door-
step," comments one well-

placed source.

While there are few Bank of

England alumni in senior posi-

tions at the SROs, the SFA’s
head of enforcement, Andrew
Jennings, spent ten years at
the Old Lady.

Emmott shops down
south at Sainsbury
The mystery over the
destination of Bob Emmott,
who resigned last week as joint

deputy managing director of
Wm Morrison, the Bradford-
based superstore chain, was
solved yesterday when J Sains-
bury announced his appoint-
ment as managing director,
specialist businesses.

Sainsbury admits the
appointment of an outsider to
such a position Is unusual, but
observes that Morrisons is a
“highly-respected" regional
superstore operator and
Emmott has broad experience.

Emmott, 49, will have full

profit responsibility for Sains-
bury’s petrol stations, in-store

bakeries and restaurants. It is

the first time these businesses,

currently the responsibility of
different directors, have been
brought together under one
manager. Emmott also gets a
seat on the board at Sava-
centre. Salisbury’s hypermar-
ket chain. He will report to
David Clapham, a member of
Sainsbury’s main board.
Moving to Sainsbury may be

something of a culture shock,
but Emmott’s 23 years with

Morrisons - during which time
be has had responsibility for
trading, marketing, store
operations, planning and for.
mats, and distribution and fac-
tories - should equip him well

Jim Wadia to become new managing
partner for Arthur Andersen
Jim Wadia is to become
managing partner of Arthur
Andersen, the UK’s fourth larg-
est accountancy firm. In suc-
cession to Roy Chapman-
Chapman, 56, is retiring fol-

lowing completion of his four-
year term as managing partner
for the UK He will leave at the
end of the year after a four-
month transition period.
Wadia, 45, whose appoint-

ment was ratified by a vote of

the UK partners after internal
consultation, has spent his
career working on tax matters.
Currently deputy managing
partner, he takes on the new
role on September l at the
start of Andersen's fiscal year.
Chapman became managing

partner of the London office in
1984, and has been managing
partner of the UK firm ainr?
1989. He has served on the
worldwide board of partners

since 1988 and is chairman of
its remuneration committee.

Hie says he had long planned
to retire in his mid-50s, and
that it Is standard practice to
step down from major respon-
sibilities at this age. He
stresses that he is retiring, and
intends to travel and pursue
leisure interests for the first

few months. After that, he says
he may consider becoming a
non-executive director.
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The business logic behind
British Telecommunications’
investment in M.W. Marshall,
one of the world's biggest for-

eign exchange brokers, may
not be as powerful as it was,
but for Barry Cameron Small,
who negotiated the deal, it has
a happy ending.
Cameron Small, a 38-year-

old Scottish accountant, has -

been BTs representative on
the board of Marshalls
Finance, M.W. Marshall’s par-
ent, since the £l75m manage-
ment buy-out in February
1989. After four and a half
years working for Britain’s
biggest company he has
decided to give up his job as
finance director of BTs per-
sonal communications division
and return to the financial ser-
vices industry as an executive
director of M.W. Marshall.
His decision to return to

ton-time City life - he used to
be treasurer of Commercial
Union - is not entirely unre-
lated to the shrinkage in the^ was crofted
be BT s treasurer by Barry
Komerfl, the BT finance direc-
tor, who recently departed for
Xerox. The BT workforce
shrank from 240,000 to 170,000
to Cameron Small’s time and
he says that he missed the
financial services industry.
alike Knowles, Marshall’s

“““man, says that now that
the company has paid back

°/ MBO debt it wants
to start filling in some of the
8®P8 to its activities and Cam-
eron Small will be responsible
for expanding the capital mar-
^
te*s s

V*
e "

**^
e are very strong

to cash markets but want to
^row *n off-balance sheet

says Knowles.
One of the reasons that BT

a 30 per cent stake in the

tha* buy-out was so
that it could learn more aboutwhat its customers In the for-eign exchange markets™ted. Although the l£S|5
Iv"i,J

50phi
J
sticated foreignexchange dealing equipment

Jas not proved as ImUtivi as

Sat to°n
8llt “ |s understoodwat in financial terms BTs

toSSfe*1 ^Marehails has
turned out welL
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Lessons from
the low life
R«se Beaumont reviewsmer Howson in Glasgow

I
t may sound somewhat
premature for an artist
to have a major retro-
spective at the age of 35
but Peter Howson has no

aunculty whatever in finw
the vast halls of Glasgow*!
McLellan Galleries with aston-
ishing conviction. The earliest
work in the exhibition is a
small but vivid crucifixion;
painted at the precocious age
of six. it is prophetic of the
subject of many of his mature
paintings, in which a smgfe gg.
ure is tied to a post, a humilia-
tion actually undergone by a
schoolfriend of the young How-
son. This unpleasant event left
an indelible memory of human
cruelty which has never been
exorcised and is indeed one of
the constant motifs in his
work.
Howson attended the Glas-

gow School of Art from 1975-77.

He did not flourish and left
,

ironically, to join the Scottish
Infantry, a course which con-
firmed his early experience of
male brutality, later recorded
in several shocking pictures.
Before returning to the School
of Art, he did various menial
jobs which gave him a unique
insight into the low life of
Glasgow, a fruitful source of
inspiration ever since. His rep-
ertoire of characters, observed
during those years, include
boxers, dossers, derelicts and
drinkers, all failures and
rejects of our society.

Scottish Expressionism came
to the fore during the 1980s,

and Howson, along with other
graduates of the Glasgow
School of Art, sprang to promi-
nence in an gghihltinn called

New Image Glasgow which
alerted the world to a new.

feisty, urban-based art,
“spired to an extent by Ger-
man Expressionism, but with a
compassion for the underdog
which was peculiar to Scot-
land. Baudelaire would have
been delighted with this late
20th century celebration or
The heroism of modem life”.

Howson has been accused of
excessive caricature. I th™ir
exaggeration is a better word,
exaggeration of features and
gestures to make his point the
bully boys look more bestial,
the depraved look more delin-
quent, and the depressed look
suicidal. Mob hysteria, such as
at a football matr-fr

. and Nazi
salutes given by those taunting
a trussed and helpless victim,
are warnings against the kind
of mindless violence with
which we are becoming
increasingly familiar. So-called
“Patriots", as we know, are
easily transformed into right
wing extremists.
Howson's most impressive

achievements are his triptychs.
which have rightly been called

apocalyptic. The world is his
stage and human conflicts and
desires his subjects. Violence
on a global scale is endemic in
these works, yet he can pres-
ent sympathetically the predic-
ament of a single individual: in
“The Three Faces ofEve", 1990,

the three panels trace the
downfall of a young woman
from innocent childhood
through the stew of a gro-
tesquely decadent nightclub to

her degradation and probable
death in a graveyard. One is

swept along by the narrative,

marvelling at the technical
skill with which the artist has
deployed the complex composi-
tions.

M
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‘Patriots’ by Peter Howson: a warning against mindless violence

Portraits are important to
Howson. He has portrayed
himself in many moods «nri

aspects, but perhaps his most
sustained achievement is the
set of 25 etchings entitled “Sar-

acen Heads", 1988, a gallery of
exquisitely drawn heads of
types encountered in the Sara-
cen pub dose to his studio in
Glasgow’s East End. A series of
“Gallowgate Guests", 1991. in
mixed media on paper, investi-

gates another terrifying array
of mostly evil-looking people,

many of whom, like the pig-

faced patriot have appeared in
the paintings (to September 5>.

At the Glasgow print Studio

Adrian Wiszniewski is showing
a new suite of ten prints in a
variety of techniques entitled

“Sex and Matisse". The prints

play on a variety of themes by

or of Matisse - a bather, an
odalisque, a musical instru-
ment in an interior and a pho-
tograph of the wheelchair-
hound old man directing an
assistant (an odalisque up a
ladder) on the placing of his

paper cut-oats. Wiszniewski
also haH in mind Madonna’s
book Sex, the titles of his
prints wittily playing on the
crossover between artist and
artiste, between camp and
vamp.
Wiszniewski has abandoned

his erstwhile dreaming youths
for wall paintings covered with
huge abstract marks made
with a house painter’s brush.

Cursively written neon signs

give full rein to his visual

jokes and puns, such as “If In
Doubt. Use Black", a hoary art

school clichfi, or “This Happy
Void", a phrase with which the

artist aims to counteract the
prevailing fin de stecle gloom
with bouncing optimism.
The most recent work is in

cut and painted perspex. Here
too, the titles are important
“Coffee and Cream" is a small

white square set over a larger

one in “Cafe au lait". A set of
glorious carmine rectangles
arranged according to the Fibo-

nacci system is entitled “Rose-
bud", a not so oblique refer-

ence to Citizen Kane. These
seem to me to be key works,
perhaps even a turning point

in Wiszniewski’s career (to

July 24).

*
The William Hardie Gallery is

showing Some Very New Paint-

ings by David Hockney. The
paintings are designated sim-
ply as “The First (or Twenty
First) VN Painting", and what

is VN about them is that they
are brilliantly coloured, almost
entirely abstract paintings in
the same mode as those cur-

rently on show in the Royal
Academy Summer Erbihitinn.

The works stem from Hock-
ney's designs for Richard
Strauss’s Die Frau Ohne Schat-

ten, which was performed at

Covent Garden last autumn.
As the hero of the opera is

Barak the Dyer. Hockney con-
ceived the settings in terms of

colour, light and texture,

which has translated very
effectively into easel paintings.

Those who think of Hockney
as a consummate draughtsman
and figurative painter will hate
those VN painting*; but those

who are prepared to follow him
onto the stage will enjoy them
for their lush ebullience (to

August 27).

Kevin Anderson and Patti Lupone in Andrew Lie

Webber’s ‘Sunset Boulevard’, which opened at 1

Adelphi last night, will be reviewed tomorrow

Rain stops play in Avignon

T
he Don Joan of Moli&re has a
career that is identical with that

of Mozart’s Don Giovanni, not
surprisingly since they both stem

from the same original written by a Span-

ish monk. In both {day and opera the Don
has a faithful servitor who accompanies

him on his travels, takes much of the rap

for his misdeeds, and at one point swaps
identities with hhn. But. as emerges from
the new production of Molfere’s comedy at

Avignon that opened this year’s Festival,

there is a world of difference between the

mood of the two works.
Through the interrogation of his master,

amusingly combined with deference and
flattery, Molfere’s Sganarelle forces him to

define and redefine his position in relation

to the traditional Christian tenets he has
repudiated. The result is a mixture of

blade comedy and socratic dialogue that

rips apart the basic assumptions of family

life. No wonder the Church saw that the

play should remain unstaged for many
years and then allowed It to reach the

stage only In a sanitised version by
Thomas Corneille. This was in spite of the
riimav, as in Mozart, when the statue of

the Commander whom Don Juan has
killed in a duel, comes to dinner - the

subtitle is Le Festm de Pierre (The Stone

Feast) - and consigns him to hell

At the first night in Avignon when the

stone Commander nodded his head in

acceptance from his plinth there were
magnificent daps of thunder and flashes

of lightning. Full we thought, to

Jacques Lassale. the administrator of the

ComGdie Franqaise who has directed this

production. But no, the storm was for real.

Then the unthinkable happened, the heav-

ens opened and the rain poured down.

There is no shelter either for actors or

audience in the Courtyard of the Papal

Palace and so at around midnight the play

was abandoned with two acts still to go. I

cannot remember rain stopping play here

ever before and I have been covering this

Festival for at least 10 years.

Even so three acts out of five were
enough to take the measure of Lassale‘s

production. The setting could not be more
simple or more effective. A cluster of coni-

fers to the left of the stage and a small

stream in front serve as the decor. Toww-
ing above them is the great medieval
facade of the palace alternatively shrouded

in darkness or bathed in soft yellow light.

It is a formidable arena for a conflict

between good and evil, expressed through

Anthony Curtis finds
Moliere's Don Juan gets

more than he bargainedfor

the discrepancy between appearance and
reality, underlined by Lassale in a series

Of costume changes. The Don enters in the

traditional black doublet and hose of a
Spanish nobleman and we observe him
being stripped of this habit by the tubby
cynical Sganarelle of Roland Bertin, an
experienced actor who has played many
roles here in previous festivals. The hero

is then shaved and re-attired on stage in a
colourful costume suitable for a masquer-

ade. This Don Juan has to contend not

only with the ghost of the Commander but

with several historical ones, the ghosts of

those great actors who have played the

role in living memory - Jouvet, Vilar,

Strehler among them.
Avignon’s new Don Juan, the Polish

actor Andrzej Seweryn has been working
In France since 1980. He joined the Com6-
die Franpaise this year and he gives an
exciting interpretation of the exacting

role. He has grace, agility, gentleness; his

striking lantern-jawed face provides a fine

impassive mask to match the enormity of

his utterances and behaviour. He treats

the tirades as if they were nocturnes by
Chopin, delivering them with delicate,

subtle articulation. The same lightness of

touch is evident in his bodily contact with

the other characters, notably when he
encounters his discarded wife Elvira. This
role of the one-time nun is played by
Jeanne Balibar, a young actress still a

pupil of the Conservatoire: a great oppor-

tunity which she seized passionately.

Clearly we are going to hear a lot more of

her in the future.

The later scene with the two peasant

girls (Catherine Sauval and Cecile Brune)

to both of whom Don Juan has promised
marriage was played with a similar bal-

letic mobility. As Don Juan removed their

bonnets and let down their hair, it seemed
only right and proper that they should

have rejected their longstanding rustic

boyfriends in order to marry him. Seweryn
elegantly deflects their questions, refusing

to commit himself to either by name. In

the end the two women are left embracing
each other, the Don haring once more
escaped.

Tjwaate is on record as saying that he
views the comedy as “a kind of road

movie." Don Juan uncovers new aspects of

himself with each encounter. They are

marked by the director's skilful use of the

elements - water into which one of his

assailants is thrown, earth on which he
sits, fire by the light of which he unfolds

his pragmatic morality to his servant It

will be interesting to see how Lassale

copes with these effects when this essen-

tially open-air production, transfers to the

Salle Richelieu in Paris later this year. At
least it will not be rained off there.

Concert/David Murray

A symphony of

familiar effects
At the Barbican on Sunday,
Radu Lopu gave an immacu-
late account of Beethoven's C
minor piano concerto, the

Third. The light gravity which

is Lnpu’s special grace - every-

thing judiciously weighted,
nothing portentous - was ideal

for the work. Though bis plat-

form demeanour was dour as

ever, he lit up every move-
ment, from his beautifully
poised entry in the first move-
ment to the playfully pointed

Rondo. The Largo was a stag-

ing idylL

The London Symphony was
conducted by Mstislav Rostro-

povich, who is regularly at his

best when accompanying an
artist he admires Throughout,

he was as attentive and sympa-
thetic as could be. So he was,
evidently, in the Fourth Sym-
phony - “The Morning Star

Arises" - of Vyacheslav
Artyomov, which was receiv-

ing its world premiere here
through his good offices; that,

however, was surely misplaced

loyalty. Artyomov is yet -

another Russian composer of

whom the West has scarcely
heard, but he sounds most
unlikely to acquire the almost-

overnight fame of Gubaiduhna
or even Goredd.
His Fourth completes a

tetralogy, after “The Way to

Olympus”, “On the Threshold"
?nd “Gentle Emanation" The
project has a Skryabinesque
ring, confirmed by Artyomov's
declaration that his music “is

an expression of my inner soul

as a composer, and that is how
it reflects the soul of the
world". Without wishing to

contradict him (for what he

writes is doubtless passion-

ately felt), one may add that it

also reflects the most Bar-

catching devices of recently

fashionable Western compos-

ers. It is a “symphony” of

familiar effects, notable only

for squeezing so many of them
into one work.

It took nearly three-quarters

of an hour, of which a record
number of minutes outstayed
their welcome. It began with
stormy churnings, like the

more hectic passages in a $kry-

abin symphony, though there

was a sudden echo of Holst's

“Uranus". (At the close, “Nep-
tune" would come irresistibly

to mind as well, and some Brit-

ten and Messiaen surfaced too.)

There was an interlude of slow,

ticking harps over menacing
rumbles, with florid outbursts

for unison strings; the climax

lay agonisingly high for the

violins. A skirling oriental

march came anri went like an
irrelevant memory of Borodin.

Eventually the music settled

into middle-period Berio mode,
almost immobile: long, sus-

tained chords shifting only by
a note or two at a time. A
groundsweQ of “celestial" bing-

ing and bonging which had
threatened earlier - Artyom-
ov’s percussion is recklessly,

self-defeatingly overdone -

became a flood, and children's

voices aanff something uplift-

ing (not identified in the pro-

gramme). With only a con-
struction of the loosest kind to

shore them up, none of these

effects seemed more than wil-

ful hectoring. Not much ftm.

Pop/Antony Thomcroft

Neil Young

T
he Gods seem to

favour ageing hippies.

Amazement that, they

have survived,
touched with awe at the
amount of death defying drugs
they have absorbed, gives

them an almost priestly

authority. They also seem to

have control over the ele-

ments. As Neil Young stepped

on stage at Finsbury Park on
Sunday night the rain stopped.

It stayed cold, dank and dis-

mal. but marginally the spirits

perked up.

They stayed perked for the

next two hours as Young went
through his considerable bag
of tricks. He has over 20 years

of recorded products to choose

from, covering every highway
and byway of pop, from Wood-
stock dottiness to poke-in -the-

eye grunge. You somehow for-

get that he was responsible for

such classics as “Heart of
Gold”, “Only Love Can Break
Your Heart" and “Alabama",
and on and on. He could fill a

week’s play list on Classic

Gold, yet he still retains a
musical integrity and the
respect of the myth makers -

It was all on offer in the

park. For a man who set up the

original super group with
Crosby. Stills, and Nash it is

natural that he should now
call on the revered Memphis
blues band, Booker T and the

MGs to back him. Not that he
needs them. Young is a big
musician, tall and sturdy, the

mop of hair surprisingly dark,

the bald spot well disguised,

the presence commanding. He
is also big in sound, contrast-

ing his waiting, jagged, feed-

1 1 international] 1

A
Gi

lR

UlME
it'’ AMSTERDAM

Concertgebouw Tonight chamber

music evening with pisiist Douglas

Ashcroft and friends. Tomorrow:

Herman Knebbers, former leader

of Concertgebouw Orchestra, plays

violin concertos by Bach and Vivaldi.

Fri, Sal. Sun: Arnold Ostman

conducts Radio Chamber Orchestra

in three different programmes of

music by Mozart, with soloists

Including violinist Emmy Verhey

and pianist Melvyn Tan. Next Tues:

Hilliard Ensemble (671 8345)

ATHENS
Odeon of Herodes Attfcus Tonight

Central Ballet of China. Tomorrow
_

and Thurs: Gennadi Rozhdestvensky

conducts Moscow State Symphony

Orchestra, with cello soloist Mstislav

Rostropovich- Fri: Athens State

Orchestra. Next week: Ballet de

ropera de Paris (322 1459)

EpRfaurus The annual festival or

ancient drama in the 1400-seat

amphitheatre at Epidaums h^s

performances on most weekends

throughout foe summer. This week s

performances on Sat and Sun are

Aristophanes’ Eccteslazousae

(Women in Parliament). July 31,

Aug 1: Menander’s Sarnia. Tickets

are available daily at the Athens

Festival box office (322 1459) or

at the theatre of Epidaurus on Thurs,

Fri and Sat (
0755-22006)

ANTWERP
ANTWERP 93 Sat, Sun, next Mon
and Tues: festival of historic

keyboard instruments masterminded

by Jos Van immerseel, with concerts

by WHIem Janssen, Patrick Cohan,

Yoshiko Kojima and others at

various locations. July 20: first of

a series of performances of Opera

Equestre. circus opera with horses

and traditional music (226 9300)

CHICAGO
ravinia festival
Tonight Louie Anderson. Tomorrow.

Gordon Ljghtfoct. Thurs: Rudolf

Firiossny plays Dvorak’s Plano

Quintet Op 81 with Transylvanian

Quartet Fri and Sat Lawrence

Foster conducts Chicago Symphony

Orchestra In a Russian programme

(Fri, with pianist Horado Gutierrez)

and concertos by Mozart, Walton

and Grieg (Sat with soloists

including pianist Leif Ova Andsnes).

Sun: Foster conducts Faust Act

01 and Rigoletto final act with

soloists including Ftenfre Flaring

and Denyce Graves. Next Mon:

Randy Newman. The festival runs

till early September. (Tel 312-728

4642 Fax 708-433 4582)

COPENHAGEN
fivoB Tonight Melningen Reridenz

Orchestra plays works by Bach
family. Tomorrow: Tivoli Symphony
Orchestra plays works by Weber
and others. Thurs: .European

Community Chamber Orchestra.

Fit Viktor Tretiakov plays Brahms’

Violin Concerto. Sun: Arhus
Sinfonietta plays works by Riders,

lves,Fafla and Marfoinsen. The
summer concert season runs till

Sep 17 (3315 1012)

LONDON
THEATRE
• Sunset Boulevard: Andrew
Uoyd Webber’s new musical based
on the 1940s Billy Wilder film

(Adelphi 071-344 0055)
• The Mountain Giants: William

Gaskfil directs Pirandello’s

unfinished play about theatrical

illusion. Final preview tonight, opens
tomorrow (National 071-928 2252)

• The Tarring of the Shrew: BUI

Alexander's pJay-wfthcn-a-pteiy

treatment of Shakespeare’s comedy.
Previews from Thurs, opens next

Tues (Barbican 071-638 8891)

• Misha's Party: world premiere

of a new play about the background

to the attempted coup In Moscow
In 1991. Co-written by Richard

Nelson and Alexander Geknan as

a joint commission from the RSC
and Moscow Art Theatre. Previews

from tomorrow, opens next Wed
(The Pit 071-638 8891)

• The Madness of George HL*

Alan Bennett’s award-winning play

about a king's derangement and

Its effect on the tottering state. Nigel

Hawthorne repeals his acclaimed

performance as foe afflicted

monarch in Nicholas Hytneris

production. From Thurs in the

Lyttelton (National 071-928 2252)

Present Laughter Tom Conti

directs and stars In the Noel Coward
comedy (Globe 071-494 5065)
• Grease: David Gilmore directs

the musical based on the film. Now
in previews, opens on Thurs
(Dominion 071-413 1411)

• For ticket information about
West End shows, phone Theatreline

from anywhere in UK: Plays 0836
430959 Musicals 0836 430960
Comedies 0836 430961 Thrillers

0836 430962. Most London theatres

are dosed on Sunday.
MUSIC/DANCE
Covent Garden Tonight Valery

Gergiev conducts first night of John
Cox’s new production of Eugene
Onegin, designed by Timothy

O’Brien, with a cast led by Sergei

Leiferkus, Galina Gorchakova,

Gegam Grigorian and Nicolai

Ghiaurov (repeated July 15, 17, 20,

22, 24). Tomorrow. Fri: Don Giovanni

with Thomas Allen, Claudio Desderl

and Karite Mattila (071-240 1066)

Coliseum Kirov Ballet season: this

week’s performances are La
Bayadere and the Lavrovsky

production of Romeo and Juliet

Daily except Sun till July 31

(071-836 3161)

South Bank Centra Jazz Parade:

guest artists include A! Green, Count

Basie Orchestra, Nancy Wilson Trio,

Arturo Sandoval, BB King and Linda

Hopkins (daily till Sal). Glyndeboume

Festival Opera presents The Merry

Widow on Sun, next Tues and

Thura, starring Felicity Lott (071-928

8800)

BwWcan TomorroiKBartiara Cook
cabaret Fri; Chick Corea. Sat
Barbershop evening. Sun: National

Youth Jazz Orchestra (071-638

8891)

Royal Albert Hail Fit Andrew Davis

conducts concert performance of

Bektra, first night of 1993 BBC
Proms season. Sat and Sun: Yan
Pascal Tortelier conducts BBC
Philharmonic, with soloists including

Cecile Ousset and John Tomlinson.

Next Mon: Daws conducts Tippett’s

Fourth Symphony and world

premiere of new John Butler work
(071-589 8212)

MILAN
Teatro alia Seals Tonight Daniele

Gatti conducts first of seven
performances of the Prod production

of Tancredi, with alternating casts

including Chris Merritt and Mariefla

Devia (7200 3744)

ROME
ROMAEUROPA
Tonight and tomorrow at Villa

.
Massimo: Angettn Prefjocaj dance
ensambte Fri at British Council:

soprano Nicola Walker Smith and
trombonist Barrie Webb in musk:
by Jonathan Harvey and others.

Next week: Rudolf Buchbinder,

Nedertands Dans Theater and
Jonathan Burrows Group (4890

4024)

ROTTERDAM
De Doeien Andrew Uoyd Webber’s
musical Evita, directed by Harold

ftince, opens on Fri ter seven
performances (217 1717)

TURIN
Teatro Regio Tonight and tomorrow
(Piccolo Regio): Compagnia VirgJUo

Sieni Danza in choreographies by
Vrgaio Sieni. Tomorrow and Thurs:

LaLaLa Human Steps in

choreographies by Edouard Lock.

Sal and Sun: BaDetto di Toscana
in Mediterranea, choreography by
Mauro Bigonzetti. Next week: Moshe
Efrati Koldmama Dance Company
and Les Ballets de Monte Carlo

(8815 241)

WASHINGTON
• The Phantom of the Opera:

Andrew Uoyd Webber's musical,

directed by Harold Prince. Till Aug
28 (Kennedy Center Opera House
202-467 4600)
• Strindberg in Hoifywood: Drury

Piter's portrait of the 19th century

dramatist in 1993 Hollywood Till

July 18 (Woolly Mammoth Theater
202-393 393E1)

• Lend Me a Tenor: operatic farce

by Ken Ludwig. Till Aug 1 (Olney

Theater 301-924 3400)

• The Twilight of the Golds:

Jonathan Tolins’ witty family drama
with moral, emotional and physical

undercurrents. TIH Aug 1

(Eisenhower Theater 202-487 4600)
MUSIC/DANCE
Wolf Trap Tonight, tomorrow; stare

of the Bolshoy and Kirov Ballets

in selections from Giselle and other

classical ballets. Thurs: Roger
Whittaker (1624 Trap Road, Vienna,

Virginia, 703-218 6500)

Baltimore Symphony David Zinman
conducts six Mozart programmes
aver foe next three weeks, with
soloists including violinist Joshua
Bell .The first three concerts are

on Thurs, Sat and next Tubs (Joseph
Msyerhoff Symphony Hall, Baltimore

410-783 8000)

back driven guitar with some
plaintive harp blowing. If this

is returning to the past it is

exhilarating enough to make
conservatives of us alL

The band was very much a
supporting group, despite the

lustre of legendary guitarist

Steve Cropper and Booker him-
self towering over the key-

boards. This was Young's
party. It began slowly, inhib-

ited perhaps by the cold, and
the rather forlorn-feeling

crowd. The opening songs were
equally melancholic, with
Young, digging deep into his

roots for
“
Southern Man" and

the stricken “Helpless". Gradu-
ally the atmosphere warmed
up with “Motorcycle Man”,
which brought in backing
vocals, and a buzz in the audi-

ence.

From being a static voice in

a gathering gloom - and
Young's voice has deepened for

the better over the decades -

Young started to stomp the

stage, and the whole perfor-

mance picked up steam. It is

useless to pretend that a som-
bre evening in a scrappy Lon-
don park is an ideal setting for

such a manic performer. He
flowers best in the claustropho-

bia of a small club, where he
can pepper his wit and cyni-

cism over his music. But as be
concentrated on the classics,

and brought in the band from
the shadows for party pieces,

you at least knew you were
experiencing one of the true

giants of pop, a man for all

seasons. You can hardly
grudge him his late flowering

as a big venue money grabber.

ARTS GLIDE
Monday: Performing arts

guide city by city.

Tuesday: Performing arts

guide city by city.

Wednesday: Festivals
Guide.
Thursday: Festivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:

Financial Times Reports

0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:

West of Moscow 1830

Super Channel: Financial

Times Reports 1900

Sky News: West of

Moscow 0230; 0530
Sky News: Financial Times

Reports 1330; 2030



M r Kiichi Miya-
zawa, Japan's
prime minister,

apparently mor-
tally wounded by a no-eonfl-

dence vote against him two
weeks ago, turned the conven-

tional wisdom of Japanese poli-

tics on its head last week: he
took a decision.

Not only was the decision
significant - to make conces-

sions to secure a framework
for trade talks - but Mr Miya-
zawa did so despite opposition
from one of the most powerful
arms of Japan’s bureaucracy,
the Ministry for International

Trade and Industry.

Mr Miyazawa bypassed Miti

with a personal letter to Presi-

dent Bill Clinton to reopen
talks with the US, stalled in

Tokyo 10 days ago. Miti was
furious, but worse was to

come.
Mr Miyazawa repeatedly

intervened last week to keep
negotiations going. His bold-

ness sent a shudder through

the ordered world of Kasumi-
gaseki, the Tokyo district

between the Imperial Palace
and parliament, which is home
to Tokyo's shabby ministries.

The life of the elite bureau-

crats of Kasumigaseki rests
upon a clear division of labour:

they decide the policies, the
politicians present them; the

bureaucrats worry about
Japan's long-term interests.

Unusual show
of strength

Japan’s election poses questions
about the bureaucracy’s role,

writes Charles Leadbeater

access to ministries, and can
the politicians worry about get- * press for concessions on behalf
ting re-elected; the bureau-
cracy prides itself on probity,

the political system is lubri-

cated by corruption.

It was widely assumed that

this division of labour would
be reinforced by the political

turmoil in the run-up to nest
weekend's general election,

which was triggered by the no-

confidence vote.

The prime minister was sup-

posed to be a lame duck. The
splits in the Liberal Demo-
cratic party ranks mean the
next government is almost cer-

tain to be a coalition, preoccu-
pied with political reform. So.
many assumed, the bureau-
crats would fill the vacuum by
Increasing their already prodi-

gious power.
Mr Miyazawa's sudden trans-

formation into a man of action
bas sent the bureaucracy a
warning. The political

upheaval is not simply a chal-

lenge to the LDP's political

dominance, it is threatening to

rewrite the rules by which
Japan has been governed since

1946. Under those rules, the
LDP, in power for 38 years, has
provided a political umbrella
under which the bureaucracy
can work untroubled by politi-

cal interference. The LDP has
benefited from its privileged

of constituents who may want
building regulations relaxed or

a bridge built, for instance.

So the bureaucracy shares
with the LDP a vested interest

in maintaining the post-war
framework which has given it

such influence.

Japan's top civil servants
have been bred to rule. They
are as powerful as their coun-

terparts in France, while being

more pragmatic. They are
more practical than the British

and less politicised than the
Americans.

The bureaucrats are also a

closed society - the top eche-

lons of the finance ministry,

the pinnacle of the bureauT

cracy, are drawn almost exclu-

sively from one department of
Tokyo University, the law fac-

ulty. The graduates of the
handful of universities -

Tokyo, Waseda, Keio - which
staff the upper posts of the

civil service will move through
their careers together at the
same orderly pace, frequently

crossing paths.

Yet in spite of this incestu-

ousness. ministries compete
fiercely to guard their turf. The
finance ministry, Miti and the

foreign ministry run parallel,

but sometimes conflicting, for-

eign policies which cover

trade, finance and diplomacy.
Each ministry has a mission.

At the finance ministry it is to

keep the public flnannas out of

the clutches of spendthrift poli-

ticians. At Miti it is to promote
the interests of Japanese
industry. At the foreign minis-

try it is to shepherd Japan into

a wider world role to match its

economic dominance.
Mr Noboru Hatakeyama.

until recently the top official at

Miti, believes the bureaucrats

will steer Japan through the
political turmoil ahead. He
(wpiainad: This may be a fun-

damental rhangg in the politi-

cal structure but not in the

bureaucratic system, which is

very stable, with capable peo-

ple who will serve their coun-

try even if there is are big

changes in politics."

In the short term, bureau-
crats may gain more power. A
senior finance ministry official

said: "The bureaucracy is pow-
erful when the politicians are

divided. When they cannot
agree they turn to us for poli-

cies. If Japan is now going to

have rather unstable coalition

government, with divisions

between partners on policies,

then the bureaucracy may
have to do more by way of
making policy.”

Yet the idea that the civil

service will emerge after the

M
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election as the main winner is

probably mistaken, for two rea-

sons.

First, top officials admit big

decisions can only be taken by
democratically accountable
politicians rather than une-

lected bureaucrats. As a rising

stars at the finance ministry

admitted: “The bureaucracy
will keep the wheels of govern-

ment moving on small
,
routine

decisions. But big issues, like

tax reform or whether another
pump-priming package is

needed to boost the economy,
require political leadership.

The bureaucracy is too cau-
tious to take such decisions on
its own.”
Mr Shinichi Kitaoka, profes-

sor of politics at Rikkyo Uni-
versity, put it this way: “Japa-
nese bureaucrats are generally

a talented lot but the bureau-

cracy operates effectively only

when it has good precedents.

The end of the cold war and
the turmoil in Japan Is taking

us into a world without prece-

dents. Politicians must lead the

way where no precedent exists,

especially when decisions such
as on trade have global reper-

cussions.”

Second, Japan's young
reformers want to reorganise

the relationship between, poli-

tics and the bureaucracy, to

put politicians firmly in the

driving seat Mr Ichiro Ozawa,

one of the leaders of the Japan
Renewal party, formed after

splitting from the LDP, argues

Japan needs two parties capa-

ble of governing to reinvigo-

rate political debate. Mr Ozawa
also believes Japan needs more
decisive leadership.

Mr Kazuo Aichi, another
Japan Renewal member, said:

“Policies should be decided
openly by political debate, not
in ministries. Politicians

should make decisions, set pri-

orities and then the bureau-
crats should cany them out”
There are few finer symbols

of the system the reformers

say they want to overhaul than

Mr Miyazawa, a cautious for-

mer civil servant turned politi-

cian. They have poured scorn

on his record and ridiculed his

failure to introduce reforms.

Yet as a lame duck, at the

end of his career, he was sud-
denly freed last week from the

inhibiting customs and prac-

tices with which he has lived.

As a result he was able to take
a decisive political initiative

which would have been
unthinkable a month ago when
he was nominally the most
powerful man in the country.

In perhaps his final act as
prime minister. Mr Miyazawa
may have set an example of

decisiveness which the reform-

ers will struggle to match.

The chancellor's dilemma: an inside view

The hole in our pocket
The Treasury
expects to bor-

row £50hn this

year. Yet only
three years
ago, in his
March 1990
Budget, then-

Chancellor
Major expec-

ted a balanced budget for

I99&S4 after giving away £3bn

I

In tax cuts.

What has caused this rapid

deterioration in the public

finances and can it he
reversed?

Some blame excessive pub-
lic spending ahead of the elec-

tion. On this view, the deficit

will not be cured until what
was given away then is

clawed back by further spend-
ing cuts.

Others claim the main prob-

lem is the recession, which
pushes up social security pay-
ments irresistibly while reduc-

ing tax receipts. On this view,

much of the deficit will melt

away as the recovery gathers

strength.

A third factor, less widely

recognised, is an unexpected

erosion of tax revenues
because of policy changes,
such as the introduction of

independent taxation, new tax

breaks for savings, and gener-

ous carry-back of losses for

corporation tax.

There is a lively debate
among forecasters - including

the Seven Wise Men and the

OECD - about the respective

importance of these factors,

on which their policy recom-
mendations depend, if the def-

icit is mainly due to the reces-

sion, it will disappear in the

upturn. If not, action must be
taken to correct it
Unfortunately, you can only

quantify the effect of the

recession by comparing the
actual outturn with a
hypothetical no-recession sce-

nario.

That gets you straight into

the world of economic models,

the debate about the underly-

ing growth rate of the econ-

omy, and the extent to which
output is currently below
trend. Economists differ

sharply on these issues and
about the effect of output on
tax and spending.

To avoid these problems, we

can adopt a much simpler

approach, which is to compare
the latest official revenue and
spending projections for

1993-94 with those made in

March 1990. That date was the

last occasion on which the

government’s fiscal plans

showed the economy still on
course for a balanced budget

in the martin™ term.

The comparison shows how
much, of the extra borrowing

is due to extra spending and
how much reflects lost tax

revenue. We can roughly
quantify the effect of the

recession on tax revenues,

even thpngfr we do not know
the size of the output gap,

because we do know that we
have lost nearly 5 per cent of

output com-

1991 plans to fill iu the miss-

ing number.)
Since total public spending

has been revised upwards by

no less than £30bn, it Is tempt-

ing to conclude that discre-

tionary spending must have

risen' by £19bn. However, this

ignores a very important item

of unavoidable spending: the

interest charges on past bor-

rowing.
When public borrowing goes

up, whether because of reces-

sion or because of extra dis-

cretionary spending, debt

interest charges also rise. The

deterioration in the public

finances has brought about a

sharp rise in the government’s

outstanding debt, and hence

in the interest accruing
on it

Her*
1

"plans! Compared with its speaking, some

since tax reve- March 1990 plans, of that
.

nue deoends. ,
r ’ crease should

Sther- thfrS the government be scored as

being equal, on will have £110bn discretionary,

the level of since it is past

other things
being equal, on will haVi
the level of nfpxti
output, that
implies a 5 per by the
cent loss of thie
revenue, worth
some Ellbn.

The remaining £13bn of lost

revenue must be attributed to

tax changes that were not

forecast in 1990.

On the spending side, we
know that the social security

budget hears the brant of the
recession. If we assume that

all the extra social security

spending (compared with pre-

vious plans) is due to the

recession, we get a rough
idea of how much of the

extra spending is recession-in-

duced.
We find that planned social

security spending for 199394

has been revised upwards by
£Ubn since 1990. (Although
the published 1990 spending
plans do not include a break-
down by spending department
beyond 1992-93, we can use the

rate of growth of social secu-

rity spending published in the

the government
will have £110bn

of extra debt
by the end of

this year

l CteDl spending deci-

»nd of sions as much
as the reces-

reax sion that have
“ pushed up
today’s debt interest bill On
the other hand, the govern-

ment has no discretion about

paying the bill today. When
debt interest charges go up, it

is an irresistible claim on the

public purse, just as it is when
rising unemployment pushes

up social security claims.

Which brings us to the cen-

tral issue. The whole point of

trying to calculate how much
of the rise in borrowing has

been due to the recession is to

estimate how much will be

automatically reversed by eco-

nomic recovery.

hi this context, it is immate-

rial why the extra debt inter-

est charges have arisen. The
point is they are an extra
charge on the public purse
which is both irresistible and,

unlike social security spend-

ing, irreversible. Compared

with its March 1990 plans, the

government will have EllObn

of extra debt by the end of

this year. At today’s interest

rates, that is some £8bn of

extra'public spending on debt

interest charges.

These calculations, summar-

ised below, are intended to

cast light on two issues: how

we got into this mess; and

how we might get out of

it.

The figures suggest that our

problems are two-fifths due to

the recession, one-fifth due to

extra discretionary spending

and one-filth due to missing

tax revenue. The missing-fifth

is the combined effect of all

thfwA factors on the debt Inter-

est bilL

Getting the public finances

back to the healthy state

shown in the 1990 plans

requires some £llbn of spend-

ing cuts and £13bn of tax
;

Increases. But even that

would not eliminate the resi-

due of debt interest charges

resulting from a permanently

higher national debt. Nor is it
|

by any means certain that all
i

the recession-induced social

,

security spending wm simply
,

disappear in the upturn. The i

social security budget has

tended to ratchet upwards in

the past, leaping ahead In

recessions but not falling
|

back in the subsequent re-
,

covary.

In the first Budget of 1993,
!

Mr Norman Lamont proposed :

tax increases which will raise

an extra £i0bn of revenue by
1995-96. Mr Clarke has hinted

that he may do more in the ,

November Budget. So the

problem of revenue shortfall

is being addressed. However,'
|

it cannot be right to tackle a
,

deficit which is partly caused
,

by excessive spending simply

by raising taxes. Action is also 1

needed on the spending side.
t

Yet none has so for teen pro-

1

posed. Why not? I shall try to !

explain next week. i
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The author is farmer director

of the Institute for. Fiscal

Studies and toas special

adviser to the former chancel-

lor, Mr Norman Lamont
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Experience
|
Break with model

of crime
From Mr Len Bishop.

Sir, 1 represent the electoral

division of Kent County Coun-
cil in which the Police Author-
ity HQ is located. Immediately
adjacent to it are two large
estates, both of which suffer

from serious deprivation and,
not unconnected, petty crime.

While home secretary Mich-
ael Howard was no doubt right

when he told the Association

of Chief Police Officers that
farmers, head teachers and
shopkeepers all knew some-
thing about crime (“Howard
rejects criticism of police

authority reform'’, July 9), I

am certain crime and fear of

crime are more likely to be
part of the everyday experi-

ence of my constituents than
of the groups he names.
However, I doubt that his

proposed reforms will lead to

any of my constituents being
asked to make the short walk
up the road to join the Kent
Police Authority to share their

experiences with Mr Howard's
political appointee friends.

Lai Bishop,

Kent County Council,

County Hall
Maidstone, Kent ME14 1XQ

habit will improve
forecasting results

Relatively

imprecise
about kin

From ProfPaul Ormerod.
Sir, The interchange between

Professors David Currie and
Tim Cougdon in your letters

columns (July 8 and 2 respec-

tively) about forecasting
records points to an important
conclusion.

There are many nuances
within the body of orthodox
macroeconomics which are the
subject of legitimate disagree-

ment Both the particular dis-

cussion between David Currie
and Tim Congdon and the
more general flurries of argu-
ment between the Seven Wise
Men who advise the Treasury
illustrate this point
But whatever approach is

used, whatever the particular

emphasis given to this or that

point of theory, the forecasting

record of the models is poor.

David Currie makes the
point very clearly when he
writes: “Differences between
individual predictions are typi-

cally small compared with fore-

casting mistakes.'’

The poor short-term forecast

ing record of these models has
persisted since their inception

in the UK some two decades
ago. Similar problems exist

with similar models in other
countries.

On any normal scientific cri-

terion, the conclusion would be
drawn that conventional
macro-economics, whether
Keynesian or monetarist, does
not offer an adequate descrip-

tion of the behaviour of devel-

oped economies.
It is difficult, both psycholog-

ically and intellectually, to set
aside a conventional paradigm.
But as a former macro-
modeller myself, I have come
to the view that it is possible.
And it is also necessary, for
until economists are prepared
to do this and to investigate
alternative methodologies,
their ability to understand the
world will not improve.
Paul Ormerod,
35 TkeAoenue,
Few,
Richmond,
Surrey TW9 2AL

Flaws in argument on wage checks
From Mrloan KCohen.

Sir, Peter Ingram (Personal

View: “Give shareholders more
power over pay”, July 8) sug-
gests that one way of providing
a greater check on wage infla-

tion is through greater control

being exerted by shareholders,
particularly the large institu-

tional shareholders. While
greater shareholder activism is

to be encouraged in general,

Mr Ingram’s argument is

flawed by failing to recognise
the full chain of responsibfifty.
Institutional shareholders,

especially the pension funds,
are responsible in turn to those
on whose behalf they manage
these large asset holdings. In
most cases, these are the very
people Mr Ingram suggests
should have their wage
increases checked by institu-

tional shareholders. While it is

true that fond managers are
not as accountable as might be
optimal, any wage increases
that do occur will usually
result in a greater inflow of
contributions to the institu-
tional shareholders. Mr Ingram

must be a microeconomist, as
his arguments foil to acknowl-
edge the whole panorama
Besides, If we need to

address the “problem of wage
growth outstripping productiv-
ity” we would be belter served
by concentrating on the pro-
ductivity side of the issiip

Ivan K Cohen,
lecturer in finance.
The Management School,
Imperial College,

53 Prince's Gate,
Exhibition Road,
London SW72PG

Changes that threaten employment prospects of disabled
From Dr Stephen Duckworth. not under the proposals need through. Currently disabled m

Sir, David Hunt, secretary to be registered - which they people who need extra equin- rJS
for employment, has currently are under the act - ment or services to work atT-

1

llirmi... 1 i-i « • ... "uts 416S: all hilt

From Dr Stephen Duckworth.
Sir, David Hunt, secretary

for employment, has
announced proposed changes
to special schemes for disabled
people in employment (“Grants
to employers on disabled to be
halved", June 26). This sig-
nalled an end to the Disabled
Person's (1944) Employment
Act The fact that people quali-
fying for special schemes will

implies the “quota" requiring 3
per cent of a workforce to be
registered disabled people Is

dead. Does this indicate the
government’s intention to
introduce new laws to protect
the rights of disabled people?
Other proposed changes

have not been thought

ment or services to work
receive them with no addi-
tional cost to the employer
After April 1994, employers
will be required to pay 50 per
cent This may be acceptable to
large companies but what
about self-employed people and
small companies which have
just survived the recession?

My company employs five
peopte and has eight associ-
ates; all but one are highly
qualified, skilful disabled peo-

Sla-Jbf J
ot^ir . *» severely

able-bodied. What will I tell

Proposals put meout of business?
Stephan Duckworth,
Disability Matters.
Berkeley House,
West Tytherley, Wilts
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From Mr Helmut Kulitz.

Sir, I’ve read with satisfac-

tion and joy that Donald Duck
and his kin - plus a certain
mouse called Mickey - have
returned to Clnnese news
stands. That’s good news. How-
ever. I’d like to call your atten-

tion to a number of impreci-
sions ("Mickey Mouse squeaks
back into Beijing on best
behaviour”, international and
early UK editions):

1. Donald Duck does not have
“exuberant offspring” because,
of course, Hughie, Dewey and'
Louie are his nephews, not his
sons. They were sent to Mr
Duck by a certain causin' Della
in 1937.

2. You call Mr McDuck, the
money-worshipping arch-capi-
talist, “Dagobert" by first

name. In fact, his name is

Scrooge McDuck, while “Dago-
bert" is the Christian name
chosen for the German edition.
I don't,think that you, even as

-

a leading paper in economic
and financial affaire, will get
invited to Mr McDuck’s billion-
aires' parties if you continue to
use his name wrongly.
3. You mention Mr McDuck’s
"habit of bathing in piles of
dollar bills". This Is not
entirely correct. Mr McDuck
does in fact swim ta heaps Of
money (three cubic hectares, to
be precise). However, he rel-
ishes coins as much as or more
than bills. Allow me to draw
your attention to “Only a poor
old man" (1952): “And £ like to
dive around in my money like
a porpoise? And burrow
through it like a gopher? And
toss it up and let it hit me on
the head!" All this would be
Jury difficult if he had nothing
but dollar bills.

Helmut Kulitz,
Cudenauer Weg 134-136.

63127Bonn. Germany
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Brinkmanship
in Baghdad
Srt^°

TWNG eIw
» President

Saddam Hussein is consistent
Since the invasion of Kuwait
neM-ly three years ago, the Iraqi
i^derhas persistently refused to
obey UN Security Council resolu-
tions. Time and again he has chal-
lenged the authority of the world
body. On occasion defiance has
been a prelude to retreat but
when he has proved inflexible the
Gulf war allies have had, jointly
or individually, to consider a mili-
tary response.
The justification for such a

response under international law
needs to be fully demonstrable
because it is vital to act under the
authority of the UN and to main-
tain, so far as possible, the politi-
cal cohesion of the international
alliance which was created to
force Iraq out of Kuwait. That
legality and political cohesion

I

were stretched beyond the limit
by the US missile strike on Iraqi
intelligence headquarters in Bagh-
dad last month. The attack, in
retaliation for an alleged plot to
assassinate former President
George Bush, was justified by
Washington under a country’s
right of defence provided for by
Article 51 of the UN Charter. Sev-
eral of America’s allies expressed
no more than “understanding” for
the raid. Others were deeply scep-
tical about the reasoning behind
it, sensing that it owed more to
President Clinton’s domestic diffi-

culties.

There should be fewer doubts at
the UN or in Baghdad about the
consequences of the latest con-
frontation with the Iraqi leader.

As part of its programme to deny

Iraq weapons of mass destruction.
UN teams have sought to install
cameras at two missile t-octing
sites south-west of the capital.
Although, under the terms of the
cspsefire resolutions, Iraq was per-
mitted to retain missiles with a
range of less than 90 mil**?, UN
officials rightly suspect that Iraq
would use its test facilities to
develop weapons with a longer
range. They want to make, sure
that Iraq has no such opportunity.
Iraq argues that by installing

cameras the UN would be violat-
ing its sovereignty: and this action
could be used subsequently as a
pretext for shutting down other
factories used for industrial pur-
poses. Neither argument carries
weight and by reftising to allow
the remote-control cameras to be
introduced, Iraq only deepens sus-

,

picions about its intentions.
'

Unlike the American missis
attack last month, the present
confrontation is limited to two

!

sites and one issue. The buildings '

housing the Iraqi test facilities are
clearly grouped and the Iraqis
know precisely what is required of
them. The permanent members of
the Security Council might rea-
sonably argue that Saturday's
refusal by Iraq even to allow
inspectors to seal the missile sites

while negotiations continued pro-

vided justification, enough for mili-
tary action.

Even so, they must be mindful
of the need to explain and justify.

Once that is done, the responsibil-

ity of any subsequent military
action belongs to Saddam Hussein.
He must learn to expect consis-

tency from the UN.

Private pensions
SHOULD Britain’s state pensions
be privatised?

If Mr Frank Field, the back-
bench Labour MP, did not already

know how sensitive raising this

topic would be, he found out at
the weekend. The Labour leader-

ship immediately dismissed h»n
as a maverick far proposing radi-

cal reforms. Even Mr Peter Lilley,

the Conservative social security

secretary, has not dared to ques-

tion tire state pension openly in

his current review of the welfare

state, though he did welcome Mr
field’s contribution to the debate.

Mr Field is to be congratulated

for airing the issue for three rea-

sons. First, the state pension is

already below the poverty line and
will become increasingly inade-

quate as a basis for retirement

since it is increased in line with

inflation rather than earnings.

Second, the growth of occupa-

tional pensions and other forms of

savings means it is no longer nec-

essary for the state to provide pen-

sions for all to combat poverty in

old age. Third, providing state

pensions to all in the long run is

probably unsustainable. The cur-

rent cost of over £30bn a year will

rise inexorably as the population

ages.

Although this demographic
tune-bomb will not explode unto

early next century, that is no
excuse for putting off decisions.

Since pensions schemes cannot be

reformed quickly, the sooner poli-

ticians debate alternatives the bet-

ter.

Any reform would, of course,

face serious hurdles. The biggest

would be to find ways to encour-

age people to take out private pen-
sions while at the same time pro-

tecting those who were too poor to

save for their old age.

Mr Field's solution is to make
private provision compulsory and
for the government to contribute

to the private pensions of those

not in work. Another solution i

could be to bribe people to opt-out

of the state scheme by reducing !

their National Insurance Contribu-

tions - the approach taken by the

government when it decided to

phase-out the state earnings
related pensions scheme in the
mid-1980s.

The main drawback with both

approaches is that they could cost

the exchequer large sums of

money in the short-run, with the

full savings accruing only after

several decades.

A cheaper option would to

announce that the state pension

would gradually wither on the

vine. Such an approach would rely

on people receiving a sufficient

motivation to save for their pen-

sions from the generous tax-reliefs

that are available. Those who still

did not save enough for a mini-

mum retirement income would be
protected by a means-tested safety

net
There may be other, more

attractive alternatives. But they

will not be devised and get the

public hearing they need unless

there is a full and open debate on
the subject That debate should

not be left to a few brave souls

like Mr Field. Front-bendi politi-

cians must join. in.

US-Japan trade
WE AGREE," declared last week’s

communique from the summit of

the seven leading industrial coun-

tries “that no recourse should be

marig to initiatives and arrange-

ments that threaten to undermine

the multilateral, open trading sys-

tem.” After uttering these One

words, the US and Japanese gov-

ernments promptly announced
agreement on a new “negotiating

framework” to resolve the bilat-

eral issues that divide them. Com-

muniqu&s are often ignored, but

their promises usually last more
than a fow hours.

The framework does not, at

I

least so far, either establish quan-

titative goals for changes in Japa-

nese macro-economic policy or lay

down precise criteria by which the

opening of the Japanese economy

can be assessed. The two agreed

aims are simply a reduction in

Japan's current account surplus

|

and the opening of markets.

Talks on the latter are to be

subdivided further into Japanese

public procurement, particularly

of foreign computers, super-

computers, satellites, medical

technology and telecommunica-

tions; regulatory reform, which

covers financial services, insur-

ance, the.distribution network
and

competition policy; “other major

sectors”, particularly cars and car

parts; economic harmonisation,

including intellectual property;

and the monitoring of agreements.

One question is whether the

objectives make sense. The

answer is that they do so only up

to a point Faster growth in Japa-

nese demand is desirable, for

example, but a smaller external

surplus may well not be.

A second question is whether

the “objective criteria” the Japa-

nese have proposed as a way of

assessing the openness of their

markets will turn into precise tar-

get, or not. Probably they wilL

Results-oriented trade would then

become managed trade.

A final question is whether

these proposals are consistent

with the summit’s declaration in

fevour of multilateralism. They

are not, in at least three respects:

first, participants other than the

US and Japan have been excluded;

second, the discussion is being

conducted outride the purview of

the Gatt; finally, the agenda is dic-

tated by specific US concerns.

Many in the US believe that

their concerns are more legitimate

than those of other countries.

They are mistaken. Judged by the

ratio of their bilateral deficits to

their total trade with Japan, many

countries have a bigger problem,

among them being Hong Kong.

Taiwan md the -European Com-

munity as a whole.

Other countries should address

their own demands to Tokyo. The

US and Japan would probably

reply that they are not powerful

enough for a seat at the table,

which would at least confirm the

emptiness of the summit’s declara-

tion in favour of multilateralism.

But perhaps the two powers would

feel obliged to agree. Then the dis-

cussion would involve all. of

Japan’s trading partners, not just

the US. This particular cartel

needs to be broken right now.

T
he involvement of pri-

vate capital in public
sector projects could har-
ness government and
business together to

build a new prosperity across
Britain, Mr John Major told a Con-
federation of British Industry con-
ference in May.
The prims minister was referring

to the private finance Initiative
launched in last year’s Autumn
Statement, to encourage the use of
private investment for public pro-
jects. Mr Norman Lamont, the
chancellor, said the initiative would
mobilise the private sector “to meet
needs which have traditionally been
met only by the public sector".
Yet eight months after the

Autumn Statement, the government
has yet to announce a significant
new public sector project which
involves private finance. There is
disenchantment among industrial-
ists and financiers, who fear the
initiative wifi run out of steam
unless there is some early progress.
The Autumn Statement promised

several measures to encourage
greater use of private finance for
public projects:

• Joint ventures between the pri-

vate and public sector were to be
encouraged, with the government
offering concessionary loans, equity
participation and transfer of assets.

• The Treasury would relax its

accounting roles for leasing to
allow greater use of long-term
teases. The private sector could
then lease expensive equipment to

the health service, for example.
• Financially free-standing pro-
jects that could cover costs by
charging users would be allowed,
even though they could in theory be
financed more cheaply hi the public
sector. (In most cases, such projects

would, in practice, be -unlikely to go
ahead because of Treasury restric-

tions on public borrowing.) such as
There have been attempts to pres-

ent projects such as the Heathrow
Express rail link as evidence of a
new partnership between public
and private sector. However, this

joint venture between the British

Airports Authority and British Bail
was first mooted in 1988, long before
last year's Autumn Statement.

The environment department’s
contribution to the private finance

initiative has been to publish a list

of urban development schemes
seeking private sector partners.

These are similar to dozens of other
inner-city regeneration schemes in
which public sector funds are used
to prime the pump for private sec-

tor development Building business

parks and housing estates is hardly
meeting “needs which have tradi-

tionally been met only by the public

sector”.

And the Department of Health
has relaxed the roles on teasing cap-

ital equipment in the health service.

The government has so far failed to attract private

finance for public sector projects, says John Willman

No takers for the

available tickets
But requirements that the Treasury
scrutinise half of all leases worth
between Elm and ElQm leave the
rules too inflexible to attract the
private sector, according to Mr
Peter Jacobs, chief executive of

Bupa, Britain’s biggest private
healthcare group. The initiative is

likely to collapse ’If the private sec-

tor keeps facing blockages”. Mr
Jacobs warns.

Mr Howard Davies, director-gen-
eral of the CBI, said recently the
whole initiative would be discred-
ited “unless real holes can be dug in
the ground pretty soon".
Business people interested in the

initiative complain that the Trea-
sury is itself uncertain about the
sort of contribution the private sec-

tor could make.
According to one banker who has

been involved in several infrastruc-

ture projects: “The government
does not understand how the pri-

vate sector operates, what it’s

looking for in an investment project

and how to attract investors.”

An executive involved in the leas-

ing business says that “the Trea-
sury still has a lot to learn. Its

paper on leasing and risk transfer

showed that they do not understand
how the industry works." The
transfer of risk foam the public to

private sectors .has been at the
heart of the difficulties in making
the private finance initiative work.
The Treasury insists that a private

sector company which builds a toll

bridge, for example, must bear the

risk that tolls might be insufficient

to cover the costs. If the govern-
ment accepts responsibility for bail-

ing out the company, the project

counts as public expenditure under
UK public accounting rules. The
Treasury’s main - and understand-

able - concern is that raising pri-

vate finance to fund public expendi-

ture should not be a form of

additional government borrowing.

The Treasury accepts that there

should be some sharing of risk in

joint ventures. Its guidance for

departments says that the legal

agreements should set out in “spe-

cific and clear terms ... so that the

risk which each party undertakes

properly reflects a clearly agreed
structure of risk and reward".

But the more the risk is trans-

PQ

has identified a number of risks

that the group believes the govern-

ment needs to assume in joint

transport ventures. These include

responsibility for losses caused by
planning delays, changes in design

of the project imposed by public

bodies and delays in getting legisla-

tive approval

“Taking responsibility for these

types of risk, which are clearly not

within the control of the private

sector, would be unacceptable to

shareholders," he says.

In between these two extremes lie

grey areas, says Mr Foy, where the

government needs to help private

sector operators manage revenue

risks, perhaps by guaranteeing a
minimum income (and maybe shar-

ing In excess profits). It is in such
areas that the greatest difficulties

have been encountered in forming
joint ventures in which the Trea-

sury can be satisfied that risk has
been substantially transferred to

the private sector.

A second significant

obstacle to private and
public sector partner-
ships is the Treasury
requirement for competi-

tion for public sector contracts.

This is a long-standing requirement
in public sector contracts as a

means of ensuring value for money,
and fair competition.

However, the requirement can be

a disincentive to companies coming
up with new or innovative propos-

als which, once adopted, must then

go out to competitive tender for

implementation. A company which
invests its own money in devising a
project could then find that a com-
petitor wins the contract to build it

The government has promised to

look into the intellectual property
rights of project proposals, so that

the companies which develop them
can he paid for their efforts.

A better solution, according to

one banker who is keen to partici-

pate in joint ventures, would be for

the government to make early prog-
ress on creating a stream of joint

projects which the private sector

can bid for.

“If there are several similar pro-

jects coming up, companies will be
prepared to invest in a bid on the

basis that they will win a contract

sooner or later,” he says. “But with
one-offs or occasional contracts,

they are less willing to risk their

capital.”

And that is the nub of the govern-

ment’s problem in convincing the

private sector that it is serious

about the private finance initiative.

Unless it can launch some joint ven-

ture projects soon, private partners

will become increasingly sceptical

about its intentions. Dispelling the
growing scepticism requires early

progress if the initiative is to suc-

ceed.
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ferred out of the public sector, the

higher the return the private sector

expects to earn. Keen though it is to

see the initiative succeed, the Trea-

sury is uncomfortable with the idea

of potting sufficient public money
into joint ventures to allow the pri-

vate sector partner to earn a return

on capital of 20 per cent or more.

There are also disagreements over

what sort of risks it is fair to trans-

fer to the private sector. The Trea-

sury expects government depart-

ments to demand the maTimiiwi

transfer of risk to private sector

partners: the partners are con-

cerned to minimise the risk as far

as possible to those factors under
their control

In transport projects, for example,
the private sector should be expec-

ted to take risks associated with

design efficiency, cost and time
overruns during the construction
phase, and the efficiency of

operations, according to Mr Peter

Foy, senior partner at McKinsey,
the management consultants.

In his rote as t-hah-man of the
transport group of London First, a
business organisation set up to

tackle London’s problems, Mr Foy

Estonia draws up reformers’ blueprint

a
Estonia has
assumed the pio-

neer position
among the post-So-

viet republics in

implementing
political and eco-

— nomic reforms.
PERSONA L This is due to a

VIEW large extent to the

political consensus
among its citizens about the con-

cept and pace of reforms, as well as

the determination of its current

leadership to carry them out. These
reforms, started in 1989. were much
accelerated after the country
regained its independence following

the attempted Moscow coup of 1991.

A new democratic constitution

was adopted in June 1992 and tree

parliamentary elections were held

in September. This resulted in the

formation of the majority centre-

right coalition government In order

to isolate itself from the economic
chaos and inflation plaguing Russia

and other post-Soviet republics,

Estonia introduced in 1992 its own
currency, the kroon, pegged to the

German D-Mark, and a stabilisation

programme. This was a great sue*

cess. However, a severe drop in

industrial production caused by dis-

ruptions in inter-republic trade is

threatening to overwhelm the Esto-

nian economy with bankruptcies
and unemployment
To deal with the issue, the Esto-

nian government has made restruct-

uring and privatisation of state-

owned enterprises its main task. So
far, progress in privatising large

enterprises has been slow, about 30

per cent of services and small enter-

prises have already been auctioned.

This spring, the Estonian govern-

ment elaborated and then adopted

in June a new, comprehensive law

to integrate and simplify privatisa-

tion. The reestablishment of inde-

pendence was legitimised by claim-

ing continuity with the prewar
Republic of Estonia. In privatisa-

tion. this has meant a policy based
on restitution of property lost in

1940 after the country was incorpo-

rated into the Soviet Union and on
compensation for exploitation by
the Soviets.

To carry out the programme, an
elaborate system of vouchers was
instigated. The restitution scheme
attracted more than 200,000 claims,

of which about 15 per cent have
been resolved. Where it has been

impractical to return property in

kind, compensation vouchers are
issued to claimants. In addition,

“work contribution” vouchers are

given out, based on years of work in

Estonia between 1945 and 1991.

These are interchangeable and can
be used in the privatisation of hous-

ing. land, collective farm imple-

ments and state-owned enterprises,

or redeemed Cor shares in the com-

The government has
made restructuring
and privatisation of
state enterprises its

main task

pensation fund.

While the voucher system has
been implemented, commercial
sales of property are proceeding on
a pilot basis, with the Estonian Pri-

vatisation Agency having already
sold 30 large, state-owned enter-

prises. This success bodes well for

Estonia because of the interest

shown by foreign, mainly Scandina-

vian and German, investors.

The aim of the new privatisation

Observer

law is twofold. The first is to spell

out the principles for the integra-

tion of these two aspects of privati-

sation policy: the use of citizen

vouchers and commercial sates. A
small percentage of shares, deter-

mined individually for each, com-
pany, will be reserved for sale in

exchange for citizen vouchers. The
majority of shares will be sold for

cash to strategic investors, in the

tender for sale of 52 state-owned

enterprises, announced in May.
The second major issue of this

law is the creation of the State

Property Agency. This will combine
separate small and large enterprise

privatisation operations and include

a restructuring unit which will

assume authority over all state

enterprises and direct efforts to pre-

pare them for privatisation.

Separate laws deal with the priva-

tisation of housing, and of collective

forms, three-quarters of which have
been dismantled on the basis of

resolved restitution claims or leases

based on anticipated restitution.

Another law creates a compensa-
tion fund, the shares of which can
be obtained for vouchers. These
laws create the legislative frame-
work for privatisation and hopes

are high for rapid progress.

Estonia is ahead, not only of the

post-Soviet republics but also of
some east European countries, in

its efforts to build a democratic

society and a free market economy,
ft has a democratic consensus on
the direction of its reforms, a legiti-

mate government, a sound cur-

rency, and a credible economic
transformation and privatisation

programme that aptly balances the

needs of foreign investors with the

desire for participation and a sense

of justice of the local population.

Fulfilment of its demonstrated
promise could serve as a model to

others in the former Soviet Union
who have to travel the difficult and
uncertain road of return from the

communist system.

Dr Lucja
Swiatkowski

Cannon
The author was between March and
May 1993 an adviser on privatisa-

tion to Liia Hanoi Estonia's deputy
prime minister

A family

affair
One person seems to have been

overlooked in all the gossip about
who will take over the presidency

of the European bank for

Reconstruction and Development
Jacques de Larosi&re, governor
of the Bank of France, may be the
natural front runner in the eyes

af the French government But -

getting the nod from Madame de

Larosiere may be a different matter.

De Larosfere - due to retire from
the Bank of France at the age of

65 next year - would certainly have

the gravitas Attali lacked, but his

wife may have other ideas. The
owner of a chateau in Picardy, she

played a strong rote in persuading

her husband to return to France

in 1987 from his post in Washington

as IMF managing director - a job

he swapped with bis countryman
Michel Camdessus.

However, central bankers do

soldier on, so it would be surprising

if de Larosiere did not accept the

London-based job, if offered. In

which case expect Jean Claude

Trichet, top man at the French

Treasury, to get the Bank of France

job.

Youf-ful
Calling all hempexporters whose

clever mothers are distant cousins

of the US vice-president and who

play a risky game of outdoor
lacrosse while wearing pink denim
shorts - have we got news for you.

That estimable US trade

publication Adweek, which keeps
Observer's finger on the enfeebled

pulse ofthe advertising industry,

suggests you are excellently set

up to endure the next recession.

But why, well may you ask.

In its latest issue is a list of
current youth crazes, as identified

by consultants BKG Youth Inc.

They include A1 Gore, capital
'

punishment, mothers, intelligence,

the environment, taking big risks,

lacrosse and coloured denims.

Artistic licence
Dyed-in-the-wool opponents of

the Channel Tunnel will be happy
to hear that there will soon be one
less reason to use it

From September it will no longer

be necessary to cross into former
enemy territory to inspect the

Bayeux tapestry because a rather

good replica resides much closer

to home in Beading.

The soon to-be-reopened Museum
of Reading is planning to show off

a 230ft Victorian replica of the

famous eleventh-century tapestry

recording William the Conqueror’s

invasion of England in 1066. The
replica, presented to Reading a
century ago by a patriotic

alderman, is said to be a
remarkably good copy.

However, it suffers from one
defect The Victorian

0-“
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‘I can’t wait to get home to my
gun collection’

embroideresses made the naked
male warrior put on a pair of

trunks, and an overly-endowed
stallion was cut down to size and
appears as a gelding.

ffyou want to see all the naughty
bits, a trip across the channel will

still be necessary.

Reverse charges
While police chiefs may prove

easy pickings when it comes to

stealing mobile telephones,

travelling locksmiths can be a
tougher prospect

Witness the one who had his

phone nicked soon after being set

up in business by the Prince's

Youth Business Trust
Distraught at the loss, which

cut him off from his main source
of orders, be used another phone
to get through to Ms own number
and begged for the return of the
instrument, offering £50 and no
questions asked. The line went
dead.

But his wife had an idea. She
called the number, asked the man
who answered if he was a
locksmith, then on being told “yes”
said she'd lost the key to her fiat

and would he come and help. After

bidding the price up to £65, the
man agreed.

When he arrived, the waiting
police posse took him off to the
lock-up

-

Gone missing?
It’s hard to believe, but it sounds

as if something rather important
may be missing from the new Battle

of Britain memorial atop the white

cliffs ofDover.

The granite statue of a young
pilot, which was unveiled last

Friday with a minimum of publicity

by the Queen Mother, is meant
to be a permanent tribute to those
who served in the most famous
air battle of the Second World War.
Although it has taken some tftne

to raise the money, there is no
shortage of big names on the Battle

of Britain memorial trust

notepaper. Robin Leigh-Pemberton,
who stepped down as governor of

the Bank of England at the start

of the month, is patron, air chief

marshall Sir Christopher
Foxley-Noms is president, and the

trustees include defence minister
Jonathan Aitken and Lord Tebbitt,

a former chairman of the

Conservative Party.

Hence it could be rather
embarrassing for all involved if

a couple of famous names really

have gone missing. According to

one old airman who attended the

ceremony, squadron leader

Boleslaw Drobinski, the badges
of the 302 and 303 Polish squadrons
are not among the 66 squadrons
which decorate the memorial The
303 squadron, which Drobinski

commanded, was probably the most
famous of all foreign squadrons
serving with the RAF.
Hard to believe that such a

high-folutm’ lot could have
committed quite such a resounding
faux-pas.

Neighbours
“Is Charlie in?" asked the

morning caller as the door was

opened to him by a sad-faced

woman. “You mustn’t have heard,"

she faltered. “Soon after he came

in from the pub last night, he

collapsed and died."

Tbe visitor staggered. *Tm
terribly sorry," he said. “Were you
with him when it happened?" The
widow nodded.

“Well, did he say anything about

tendingme a tin of red paint?"
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EC finance ministers promise
tough action on public spending
By Lionel Barber in Brussels

EUROPEAN Community finance
ministers yesterday pledged to
take tough action to resolve the
crisis In public finances among
member states, and accepted that

tax rises may be required to
restore budgetary stability.

la response to a series of grim
warnings from EC central bank
governors from the 12 member
states, ministers agreed that
spending cuts alone may not be
enough to reduce public borrow-
ing, which has soared as a result

of the recession.

Latest estimates by the Euro-
pean Commission, show that the
aggregate public sector deficit as
a proportion of Community gross

domestic product is likely to rise

to more than 6 per cent this year
- the highest level recorded in

the 36-year history of the EC.
Despite mounting evidence of

the fiscal crisis facing EC mem-
ber states, ministers insisted they
would stick to the strict targets

for economic and monetary
union laid down by the Maas-
tricht treaty, including a commit-
ment to reduce individual budget
deficits to 3 per cent of gross
domestic product
Mr PhiUipe Maystadt Belgian

finance minister who chaired the

meeting, said governments had
“precious little lee-way” for relax-

ing budget deficits to offset the

effects of the recession. That
would be shortsighted, he said.

Mr Kenneth Clarke, UK chan-
cellor of the exchequer, said
Britain remained committed to

the Maastricht targets. He left

open the possibility of tax rises

in the November budget to

reduce the UK's £50bn deficit

During their meeting yester-
day, ministers gave Mr Clarke a
relatively gentle ride when dis-

cussing the UK's "convergence
plan” - the forecasts for meeting
the Maastricht criteria for Emu.
Ministers described the UK

plan as “ambitious" but “based
on realistic assumptions”. A
more vigorous budgetary adjust-

ment might be necessary, espe-

cially in tire short term, if the
pace ofeconomic recovery proved
slower than expected. Two weeks
ago, Treasury officials from mem-
ber states meeting in the EC's
monetary committee had asked
pointed questions as to whether
the UK was overestimating the

impact of future economic
growth on cutting the deficit

Mr Clarke said the UK’s, fore-

casts contained tougher targets

on spending than convergence
plans submitted by other mem-
ber states. He also noted the UK
was likely to grow foster than
major EC competitors in 1993 and
1994.

The meeting was overshad-
owed by warnings from EC cen-

tral bank governors and the ECs
economic policy committee about
the fiscal crisis in the EC.
In a submission to EC finance

ministers, the central bankers
said: “Concern about the present

state of public finances is particu-

larly warranted since the rise in

budget deficits over the last few

years cannot simply be ascribed

to the cyclical downturn. They
also reflect to a significant extent

structural factors which bave
been adding to imbalances since

1989."

Signalling agreement, finance

ministers stressed that structural

measures to correct budgetary
imbalances were essential so as

to return the EC to higher
growth and to create new jobs.

Community ministers build on
summit growth Initiative, Page 2

After tourists pay £45 for a £7 theatre seat, agencies must tell face value

UK to clamp down on ticket resales
By Antony Thomcroft
In London

THE BRITISH government is to

clamp down on ticket agencies

which exploit London theatre-

goers, especially tourists. Some
unwary visitors have ended up
paying £45 ($66) for a £7 balcony

seat at Miss Saigon.

Resellers of tickets for theatres,

concerts and similar events will

be forced to tell the customer the
standard of the seat being
offered, including its face value.

Baroness Denton, Britain’s con-

sumer affairs minister, said yes-

terday: "Unless they buy directly

from the box office, consumers
can often pay £50 or more for a
ticket whose face value is much
lower, say £6.” She added: “Peo-

ple may not find this out until

they collect the ticket just before

Franc declines

despite support
Continued from Page 1

out of the French currency.

“It is a D-Mark phenomenon"
said Ms Marie Owens Thomsen,
international economist at Mid-
land Global Markets. “To avoid a
crisis in the ERM we need a sig-

nificant downward move in Ger-

man interest rates," she said.

Economists in Paris were san-

guine about the franc’s prospects.

“We are in for a bumpy ride,"

said a currency expert at a
French bank. “But the franc has
withstood several crises and the
government cannot afford to

retreat on its commitment to the
current ERM parity. 1 '

A survey carried out by Idea,

the London-based financial infor-

mation company, showed that
expectations for the franc among
European foreign exchange deal-

ers were gloomy. On average, 40
per cent expect it to be devalued
before the end of the year.

the performance."
Ms Susan Whiddington, devel-

opment officer of the Society of
West End Theatre, said: “This Is

the best news we could possibly

have”. Her organisation receives

up to 30 complaints a week from
disgruntled tourists.

The new legislation is not
aimed specifically at touts (or

scalpers) who sell tickets in the

street The main problem is the

130 or so ticket agencies that
have sprung up throughout the

West End theatre district and
which have an aura of respect-

ability. They extract exorbitant

sums from theatregoers, give
them a voucher and then arrange
for a low-price ticket to be col-

lected at the theatre.

The agencies often discover
when visitors are leaving London
and arrange for a ticket for the

performance on the evening
before departure, thus reducing

the opportunity for redress.

Although most of the trade is

in tickets for the handful of popu-

lar, sold out shows like Phantom
of the Opera and Crazy for You,

the agencies also take advantage
of visitors’ ignorance by sailing

them tickets for plays that are

easy to get into.

One recent complaint came
from an out-of-town holiday-
maker who paid £25 for a £14

ticket for The Mousetrap, which
has been running for more than

40 years.

The great majority of the 50
theatres in the West End have
tickets readily available for most
weekday performances this sum-
mer. The recession has reduced
audiences by 3 per cent from last

year. Half-price tickets to some

shows are sold from an official

booth in Leicester Square, and
other two-for-one schemes exist.

But the agencies, and the touts,

will expect a bonanza from the

opening last night of the latest

Sir Andrew Lloyd Webber musi-

cal Sunset Boulevard.
Although Sir Andrew tried to

limit the opportunities for the
touts to get their hands on tick-

ets by restricting access to the

box office at the Adelphi Theatre,

and to just one agency. Ticket

Master, touts have been observed
queueing for the six tickets avail-

able to each purchaser and then

changing clothes to join the line

again for another six. A few top
price tickets were being sold out-

side the theatre last night for

£200 or more.

International arts guide. Page 11

Israelis hold top-level talks with PLO
Continued from Page 1

in January repealed the law ban-
ning contacts between individual

Israelis and PLO members. It is

clear that a growing number of

top Israeli politicians favour
abandoning the taboo.

Last week a Labour MP named
11 members of Mr Rabin’s 18-

strong cabinet who. he said, were
in favour of opening direct talks

with the PLO to break the dead-
lock in the peace talks, rt is

widely believed that Mr Haim
Ramon, the health minister and a
moderate, telephoned Mr Arafat

last week.
Israel Radio also said yesterday

that Egyptian foreign ministry
officials had said Israel had
agreed in principle to change the

terms of the peace process which
excludes the PLO.
Mr Gad Ben-Ari, spokesman for

Mr Rabin, said all the negotia-

tions between “us and the Pales-

tinians are and will be" within
the framework of the peace talks.

However, Mr Dan Cohen, a
Labour MP. said the PLO had
told him that the contacts with
the Israeli government were
being undertaken through mem-
bers of the Labour party. The
MPs, he said, were acting in the
grey area between official and
unofficial contacts.

He said the talks focused on
the “Gaza first” option - a pro-

posal to hand over the occupied
Gaza strip to an autonomous Pal-

estinian authority as soon as pos-

sible and before any transfer of
authority in the occupied West
Bank.
The discussions also included

human rights in the occupied ter-

ritories and how to reach an
agreement on a joint statement
of principles setting out terms for

Palestinian interim self-rule, he
added.

Present negotiations between
the Israelis and the Palestinian

delegation to the talks remain
stalled after their tenth and lat-

est round in Washington.
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Yassrir Arafat talks failed

FT WORLD WEATHER

Europe today
High pressure wfff gfve sunny spells In France.

Germany and the Low Countries. The northern
Netherlands and Germany will have a few
showers moving In from the North Sea. The
cod air will keep the temperatures rather low
for July. In France, temperatures wffl only rise

to 20C-25C. A depression from the Atlantic

will bring cloud and rain to Ireland. This will

slowly move towards the Continent As a
result north-west France will have some rain

as well. A frontal zone over Greece win extend
toward the Baltic States and southern
Scandinavia and win produce several thunder
showers over south-eastern and eastern

Europe. Southern Norway and Sweden will

have rain.

Five-day forecast
By tomorrow, ran will spread over the Low
Countries and northern France. A new frontal

disturbance from the Atlantic will reach the UK
and by Friday a fair number of showers will fall

over central Europe. Warm air over
Scandinavia will give afternoon temperatures

wen above 20C. There wffl be bright spells,

except in southern areas and Finland. A
warming trend In southern Europe will cause
afternoon temperatures to gradually rise to

30C-38C by Saturday.

TODAY’S TEMPERATURES Forecasts by Mateo Consult of the Netherlands
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Hard grind for Tomkins
i Nine months after the acquisition of

Ranks Hovis MaeDougaH, it is clearer

than ever that the deal wffl make or

break Tomkins’ reputation. The trou-

ble is the market has no firm feel

which it will be, although a 5 per cent

fell in Tomkins’ share price yesterday,

following a bout of imderperformance,

highlights its suspicions. If Tomkins

can squeeze more value from RHM*s
stodgy dough then both confidence

and a premium rating will be restored.

That would enable the conglomerate

to skip merrily on to new prey in a

few years’ time. With net cash of

£120m at the year-end and the ability

to milk yet more from its mature busi-

nesses, Tomkins should certainly have

a strong launrhpad.
Yet worries about RHM may con-

tinue to undermine Tomkins' rating.

The paucity of detailed information

about RUM’S progress does little to

dispel doubts. Tomkins appears to

have successfully managed the tricky

task of maintaining market share

while cutting baking capacity by 7 per

cent Combined with a surprising rise

in market volumes, this has helped

bring the supply-demand balance

closer to equilibrium. The shedding of

2,000 jobs will also bring significant

cost benefits. Still, judging by its thin

contribution to Tomkins’ results. RHM
had still not reached the bottom of its

cycle when it was bought. RHSFs
shareholders must be smiling at their

good fortune.

So far. Tomkins’ response to the

doubters has been: trust us. The com-

pany's fine financial record certainly

commends it But with Tomkins deriv-

ing little uplift from its existing busi-

nesses, the market is right to suspend

judgment.

Merck
The uncanny symmetry between

Merck and Glaxo continues to

impress. The leading pharmaceutical

companies in the US and Europe
peaked against their local markets
within a fortnight of each other in

January 1992. after a bull run lasting

the best part of a decade. Both shares

have since fallen by 40 per cent Now
the unexpected resignation of Mr Rich-

ard Markham from Merck mirrors that

of Mr Ernest Mario from Glaxo in

March. Both were appointed over the

heads of established candidates as heir

apparent to a chairman approaching
retirement Their departure throws
wide open the question of succession.

Without a full explanation, it is diffi-

cult to believe Mr Markham’s decision

Share prices relative to thair rospsethra

indices, fabased.
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to bow out owes nothing to issues of

strategy. A spate of management
changes elsewhere in the industry

suggests more general pressures - the

more aggressive attitude of govern-

ments on drugs prices being a case in

point Merck has so for made a reason-

able fist of adapting to tougher condi-

tions. Its joint venture with Johnson &
Johnson in over-the-counter medicines

dates from 1989. for example, while

Glaxo has yet to announce its plans in
this area.

That might explain the relaxed atti-

tude of investors yesterday. But Merck
has yet to prove that it can bargain

successfully with bulk buyers of
healthcare in the US. It remains to be

seen whether the policy of discounting

to defend market share introduced by
Mr Markham is carried forward.
Either way. Merck - like others in the

industry - will remain under pressure

to cut costs in the interest of earnings

growth, even if that means manage-
ment friction and the sacrifice of
sacred cows.

MFI
MFTs board seems content to wring

its hards and blame economic condi-

tions for the poor profits figures it

turned in yesterday. That lodes a little

thick since the management picked up
£llm in bonuses for successfully float-

ing the company after a few weeks of

improved trading in 1992. Doubtless
MFTs board has had to struggle with
difficult trading conditions over the
past five years. But then, so has every-

body else. Perhaps the bonus was sim-

ply a reward for good timing.

MFI argues that devaluation had a
disastrous impact on its business, yet

interest rates are now four percentage

points lower than at flotation and

there are feint stirrings in the housing

market. The dilapidated home
Improvement business would surely

be a wasteland if sterling were still in

the ERM and interest rates lQ.pet

cent The exit from the management

buy-out thus leaves something of a

nasty taste in the mouth.
.

There are also reasons to be scepti-

cai about the company’s much-

vaunted operational gearing. Consum-

ers may be moving house a little more

frequently, but they are loath to spend

money on high-margin kitchen units

which cannot easily be moved with

them. Those tax increases already

announced wffl hit MFTs blue collar

customer base particularly hard. The

sag in sales and margins which fol-

lowed pressure from other DIY retail-

ers earlier this year is also worrying

Even the most optimistic profits esti-

mates leave MFI at a 30 per cent pre-

mium to the market On that basis the

market's love affair with recovery
stocks Is surely overdone.

UK newspapers
Effective competition often involves

doing what your competitors Tike

least On that basis, Mr Rupert Mur-

doch has delivered a dirty dig at Mir-

ror Group Newspapers by launching a
price war in the tabloid market Just

as MGN was beginning to recover its

poise, It now feces the prospect of a
long and bloody circulation war. Us
knee-jerk response in cutting the Mir-

ror's cover price to lOp for a day may
have been an effective spoiler but.

hardly provides a sustainable
long-term strategy. NGN’s administra-

tors now face a far trickier task in

working out how to dispose of their 54

per cent bolding.

The biggest loser, though, may be

the Daily Star. The timing is espe-

cially unfortunate given its parent,

United Newspapers, is already having

a rocky ride persuading shareholders

to back.a £190m.cash call. Neverthe-

less, the touted response of United’s

share price is understandable. The
Daily Star is only a small part of Unit-

ed’s business while its core middle
market newspapers are likely to
emerge unscathed.
As for News Internationa], it can

well afford the probable loss of Elm of
revenue a week as it attempts to stim-

ulate the Sun’s flaccid sales. But past
industry experience has shown that

low prices are no substitute for edito-

rial appeal. .

The right prescription for Europe’s

largest disposal in pharmaceuticals.
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UBS advised Italy’s Montedison in the sale of its pharmaceuticals interests to
Sweden’s Procordia. The transaction, which created one of Europe’s biggest
pharmaceutical companies, was the largest cross-border disposal ever seen in the
industry in Europe. It was also one of the most complex, beginning with a controlled
auction process and leading to a transaction which included an initial cash purchase
an earnout formula and a put and call Option Agreement for the remaining shams’
Subsequently, UBS arranged for Montedison to dispose of its rights under the Option
Agreement to Holdback Holdings Limited.

In large European cross-border transactions and financings, UBS has the proven
skills to ensnre a successful outcome. H

UBS Limited

UBS Limited ii a member ofThe Secumiet and Future* Authority. 100 Liverpool Slte«. London EC2M 2RH. Threadertretment appear* at a matter of record only.
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5458.8m as the favourable domestic Interest rate
environment continued to provide a foundation for
strong earnings growth. Page 18

Woolworths relist lifts market
Shares in Woolworths, the Australian retailer
issued at AS2.45 ($1 .64). dosed at A$2.81. pushing
the Australian-stock market to its highest level
since 1987. Page 19

On course for trouble
As the conflict between BE International and its
banks is played out against a background of a ris-
ing pile of non-performing property loans, the prop-
erty developer's maverick president, Mr Hamnorf
Takahashi, is golfing. Page 19

Avonmore adds milk
Avonmore Foods, has taken fifth place fn the UK
liquid mifft market with the £2p.5m ($30.75m) pur-
chase of two dairies and 32 distribution depots
from Dairy Crest, the milk and dairy products arm
of the Milk Marketing Board. Page 23

Revamp works at Low & Bonar
Low & Bonar, the international packaging and
materials group, reported pre-tax profits of £14.3m
($21 ,45m) for the six months to May 31, up 21 per
cent from a year earlier. Page 23

Olive branch in banana row

Latin American banana producers have offered an
olive branch to their Caribbean neighbours In an

attempt to prevent the debate over access to the

European Community market from becoming a

banana war. Page 24

Germany powers world gains

Europe, up 2.4 per cent in local currency terms

and excluding an unsettled UK market took most

of the credit for last week's 0.9 per cent gain in the

FT-Actuarles World index. Germany was the
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Net income up 167% at $569m Revenue rises to $2.13bn

Pentium chips help Intel to profit record
By Louise Kehoe In San Francisco

INTEL, the world's largest computer
chip maker, yesterday reported record
revenue and earnings for the second
quarter.

It said it had shipped more than 10,000
Pentium chips, Its new high perfor-
mance microprocessor.
Revenue for the second quarter rose 61

per cent to *2.13bn from $l32bn in the
same period Last year. Net income was

up 1S7 per cent at $569m, or $L30 per
share, compared with $213m or 50 cents
per share in last year's second quarter.
Earnings were in line with Wall Street

expectations, but failed to reach the
highest analysts’ estimates. Intel's share
price fell slightly yesterday to trade at
SS5'A at midday, down from a Friday
close of $56.

“We had an excellent quarter. Intel486
microprocessor volume continued to
expand and shipments of Pentium pro-

cessor-based systems began," said Mr
Andrew Grove, president and chief exec-

utive. The 486 has become the standard
microprocessor for personal computers.
"Thanks to great performances by our

factories, we have been able to increase

our Intel486 processor shipments very
rapidly." Mr Grove added that the com-
pany was in a position to meet demand
for most versions of the Intel486 family,

while also increasing Pentium ship-

ments.

Intel said it exceeded its goal of ship-

ping 10,000 Pentium processors in the
quarter, and expects to increase produc-
tion of the product aggressively in the
third quarter.

The company said that overall

demand was strong in the US and Japan,
but noted some weakness in European
markets.

Intel announced that the company's
27,500 employees are to receive a bonus
of more than 11 days' pay. The total

payout will be approximately $48m-

For the first six months of 1993, Intel's

revenues rose 62 per cent to $4.15bn,

from $2.56bn last year. Net income
surged 181 per cent to Sl.l2bn or SSL53

per share, versus $397m or 93 cents per

share.

First half earnings exceeded the
$l.0?bn the company earned for the
whole of 1992. Per-share earnings were
restated to reflect a 2-for-l stock split in

May. 1993.

Home
shopping

merger
on cards
By Martin Dickson in New York

QVC, one of the leading US
television shopping networks,
yesterday proposed a share-swap
merger with its chief rival. Home
Shopping Network. The deal
would create a formidable power
in the emerging market for elec-

tronic retailing with animal
sales of around S2bn.
QVC has been beaded since

January by Mr Barry Diller, who
helped Mr Rupert Murdoch build
Fox into America’s fourth larg-

est television network.
Shares In QVC have more than

doubled since his arrival, with
investors hoping he will inject

programming flair into televi-

sion shopping, a retailing form
which many analysts believe

could enjoy explosive growth.
Home Shopping, a pioneer of

electronic retailing, has been
under a cloud in recent months
as a federal grand jury has inves-

tigated allegations that Mr Roy
Speer, chairman, and former
executives of the group engaged
in improper financial dealings.

QVC, which reaches some 47m
US homes, concentrates on the
more up-market end of the tele-

vision retailing while Home
Shopping, which reaches some
60m homes, has a more aggres-

sive retailing style. Both compa-
nies generate around Slbn in
sales.

A merger would represent one

of the last big consolidations in

an industry which attracted

many players in the 1980s, most
of which failed to generate the

sales necessary for strong prof-

its. In spite of its supposed
potential, electronic shopping
only generates around $2.3bn
annually in sales.

The QVC bid seems likely to go
through as it has the backing of

Liberty Media, the controlling

shareholder of Home Shopping,

with 41 per cent of its equity and

71 per cent of investors’ voting

power. Liberty itself withdrew a

$640m offer to boy full control of

Home Shopping last April amid
the burgeoning scandal.

QVC Is proposing a reverse

takeover under which Home
Shopping wonld issue five of its

shares to the holder of each QVC
share. QVC investors would also

be entitled to additional shares

in Home Shopping, up to a maxi-

mum of 10 pea* cent of Its capital

stock, dependent on unknown
liabilities faring the company -

an apparent reference to the

alleged scandal.

Home Shopping would retain

its listing on the New York Stock

Exchange, but would change its

name to QVC Network Inc, and
the current QVC board wonld
replace Home Shopping’s board.

QVC, quoted on the Nasdaq
over-the-counter market, saw its

shares rise $2% yesterday morn-

ing to stand at $67% while Home
Shopping rose S% to $13%.

Paul Abrahams explains the growing pressures on the world’s drugs groups

Boardroom symptoms Merck
r . t • board seek

oi a sectoral malaise

T HREE of the world’s top
six drugs companies have
lost their president or

chief executive since March. The
boardroom bust-ups are a symp-
tom of disarray in the pharma-
ceuticals industry over how to

respond to the rapidly changing
healthcare environment
The reasons for Mr Richard

Markham's departure from
Merck & Co, the world's biggest

drugs group, are still being
debated. But the other two resig-

nations, that of Mr Ernest Mario
as chief executive of Glaxo, the
world's second largest group, and
Mr Vaughn Bryson as chief exec-

utive of Eli Lilly, the sixth larg-

est, were clearly the result of dif-

ferences within the board over
the companies' future direction.

The cause of the drugs groups'

difficulties is a combination of

healthcare reform in Europe and
Japan, and changes in the cus-

tomer base in the US, the world's

largest market, where an increas-

ing number of clients are
demanding ever greater dis-

counts.

Mr Hans Joachim i-angmann,

chairman of E. Merck, the pri-

vately owned German group, has
lamented: “The world is falling

apart” for drags manufacturers.
Reforms launched in Germany,

the world's fourth largest mar-

ket, led to an 11 per cent collapse

in sales in the first four months
of this year, according to IMS
International, the market
research group. In Italy, where
reforms were only introduced in

April, the market Has shrunk by
0.6 per cent, compared with 6.4

pea* cent growth in 1992. Overall

the European market has grown
only 1.4 per cent this year, com-
pared with 8 per cent during 1992.

In the US, the changes taking

place among drugs companies’
customers are probably more sig-

nificant than the reforms being
prepared by Mrs Hillary Rodham
Clinton and her healthcare task-

force.

Employers and individuals are

grouping together to buy their

healthcare in bulk. The bulk pro-

viders, which include Medicare
and Medicaid, the state pro-

grammes for the old and poor,

health maintenance organisa-

tions (HMOs) and mail order
companies, are much more cost-

orientated than traditional insur-

ers. Known as “managed" organi-

sations, they are less interested

in the relative merits of the drugs

than their price and are able to

play one drug manufacturer off

against another, negotiating sub-

Non-hospltal drug

Ji
In the US

Total market value (Sbn)

45

Per cent of market 1987 1992

4596

stantial discounts.

Figures compiled by The Bos-

ton Consulting Group suggest the

growth of the managed sector

has been explosive, increasing

Grom 20 per cent of the non-hospi-

tal drugs market in 1987 to 35 per
cent last year.

Merck reckons that by the end

of the decade 90 per cent of its

American pharmaceuticals sales

will be to bulk buyers. At present

the figure is about 60 per cent
More alarmingly for the drugs

groups, the size of the discounts

the managed groups can negoti-

ate has increased from 10 per
cent to 25 per cent in the past

five years. Merck has been
affected by discounting more
than most Its best selling prod-

1987 1992

Source Boston Cuiiaiang Croup lorMar/IMS

nets, heart drugs and antibiotics,

all suffer from price competition.

The net effect of the changes in

the US and Europe has been tum-
bling volumes and prices. As a

result, brokers Wertheim Schro-

der reckon the average profits

growth rate in the industry will

fall from 19 per cent in the late

1980s to about 8 per cent this

year. Some companies will suffer

a decline.

Faced with such a rapidly
changing environment, drugs
company boards need to make
some tricky decisions about how
their organisations should adapt.

It is these decisions that appear
to be causing the friction in

senior management
The implications of the deter-

iorating market are frightening.

First, the groups must find alter-

native strategies to cope with the

changing US customer base. Sec-

ond, they must decide whether to

remain pure pharmaceuticals
groups, or use their scientific

base to become healthcare com-
panies. They would offer diagnos-

tics and over-the-counter (OTC)
medicines which are less profit-

able than prescription products,

but generate more stable earn-

MaU
order

individual

buyers

ryot
~
Discount
obtained

could be between 50,000 and
100,000 job losses in the industry

over the next few years, saving

the sector $5bn a year.

Meanwhile, the debate within
the pharmaceuticals groups
about alternative strategies con-

tinues. Merck has announced it

will take the unprecedented step

of manufacturing generic non-pa-

tented products once its medi-
cines' patents expire. It has also

formed an alliance with the con-

sumer group Johnson & Johnson
to market OTC products.

Such moves are controversial

because they force pharmaceuti-
cals groups to redefine them-

selves. Many of them spent the

1980s becoming pure prescription

medicine companies, disposing of

their OTC and consumer brands
businesses. The sacking of Mr
Mario at Glaxo may have been
partly caused by the reluctance

of the board to reverse the com-
pany’s policy of exiting from OTC
medicines.

Other groups that have
endured senior management
reshuffles include Sandoz of Swit-

zerland, Upjohn of the US and
Fisons in the UK. With no sign of

the external pressures ameliorat-

ing,more boardroom ructions are

undoubtedly in the pipeline.

successor
By Richard Waters in New York

A DECISION not to confirm Mr
Richard Markham, heir-apparent

at Merck, to the position of

chairman was yesterday seen as
the most likely reason for his

sadden and unexpected depar-
ture from the company.
Since the 42-year old Mr Mark-

ham was appointed to the num-
ber-two job of president and
chief operation officer last

December, leapfrogging more
experienced Merck executives,

he had moved fast to install his

own appointees at senior man-
agement level.

The speed of the change, and
an aggressive management style,

are reported to have caused dis-

quiet among other senior execu-
tives.

Merck refused to say whether

the board had decided against

confirming Mr Markham as suc-

cessor to Mr Roy Vagelos, the

chairman who is due to retire

next year. However, it added:
“Mr Markham was a leading can-

didate to succeed Dr Vagelos, but
he was never tile named succes-

sor."

The most likely successor to

Mr Vagelos is expected to come
from among the four vice-presi-

dents on the seven-person chair-

man's staff. No derision is likely

soon. Mr Markham is unlikely to

be succeeded by another chief

operating officer, a title that had
been created for him, the com-
pany said Merck denied that the

departure had been prompted by
any disagreement over business

style, saying only that it was for

“personal" reasons.

Mr Markham’s departure was
seen on Wall Street as likely to

make little difference to Merck’s
overall strategy. By midday in

New York the company’s shares

had slipped by only $% to $34%.
Lex, Page 14

In the US, the adjustment to

managed care will be painful.

Many of the thousands of sales

representatives, who used to con-

vince doctors about a particular

medicine's effectiveness, may be
made redundant Scheringplough
of the US reckons a third of its

sales are though managed care

schemes, but require only 60

salesmen. A further 1,600 sales

staff are required for the other

two-thirds.

One analyst estimates there

Tomkins shares fall as

dividend is raised 21.4%
By Richard Gourtay in London

TOMKINS, the conglomerate

which in December bought

Ranks Hovis McDougaU, the mill-

ing and baking company,

increased earnings per share by 4

per cent last year but showed it

has yet to convince investors of

the merit of the acquisition.

Reporting a year that demon-

strated little consumer or indus-

trial recovery in the UK or the

US, Tomkins said pre-tax profits

rose 29 per cent at £l7lm ($253m),

on sales up 62 per cent at £2.Q6bn.

Mr Greg Hutchings, chief exec-

utive, said RHM had neither

enhanced nor diluted earnings in

the period.

Fully diluted earnings per

share rose from 12.74p to 13.26p

and the group is recommending a

4.545P final dividend on a capital

base enlarged to pay for the RHM
acquisition - a 21.4 per cent divi-

dend increase.

Although Tomkins’ profits

were in line with City expecta-

tions. the shares shed ll.5p to

close at 212£p. The fall follows a
16 per cent underperfbrmance rel-

ative to the FT-A2I Share index

since the start of the year.

Mr Hutchings said institutional

investors were not saying they

thought Tbmkins had not made a
good acquisition. “It’s just that

they are saying prove it."

Analysts said the share price

fall reflected disappointment that

Tomkins had given no more
information on the extent of

asset writedowns at RHM. Nor
had the conglomerate produced
evidence that RHM could he
quickly turned around.

Tomkins said operating mar-

gins at RHM were marginally
lower on an annualised basis but

that cost cutting measures this

year should reverse the decline.

Mr Hutchings said that in spite of

closing four bakeries, which had
removed about 8 per cent of bak-

ing capacity, RHM had not lost

market share. “There is not sig-

nificant overcapacity left" in bak-

ing. he said.

Tomkins finished the year with

a strong balance sheet with

£120m of net cash. The group
remained strongly cash genera-

tive and saw scope for reducing

working capital at RHM.
The group did not see any

signs of recovery in consumer or

industrial confidence but was
ready with high operational gear-

ing to benefit when its markets

did begin to grow strongly,

lex, Page 14; Details, Page 22

We don't make it,

we just make
it

We have, in fact, been making in for-

manon technology happen for many yean.

We have provided a range of effective,

workable solutions based on our expertise

and know-how of computer systems. But every

once in a while, something strange happens, we

find ourselves described as a PC distributor.

Which is rather like describing Guinness as a

company which makes stout. This misconception

has cenainJy proved baffling to our staff, over half

of which are employed in our service sectors.

Our aim is to set the record straight. It is based

on a financial stability that is rare in our sector. An

understanding of technology thar is second to

none. And is fired by a growing number of

strategic partnerships with major businesses. It

therefore shoutdn’r be long before everyone

recognises how P&P will make it happen in the

future.

happen

WpWpI
making

it happen

FvmanlnfBimatianeDiiactNidt Mehtin:

TtMHsBRoad. HtBMn&itn. ROumiate. Lancaitte* BB4 SHU. Tri 0706 21 7744
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MFI sees improvement
after profits drop 39%

Ericsson issue raises SKr2.2bn

By Neil Buckley in London

MFI, the UK furniture group,

sent a mixed message to the
City yesterday, reporting a 39
per cent fall In pro-forma pre-

tax profits to £40-2m ($S9.7mj

thanks to disappointing sales.

But it said trading was cur-

rently 3 per cent up on last

year.

The upbeat trading state-

ment during the company's
First full-year results presenta-

tion since its flotation last July
sent the shares up lftp to

imp.
“We are trading 3 per cent

ahead, but ll weeks is nowhere
near a trend, and we are still

cautious,'’ said Mr Derek Hunt,
Chfli |

‘TWHn

Turnover for the year to

April 24 fell 6.7 per cent to

£603.9m.
Mr John Randall, finance

director, said trading had been
particularly disappointing dur-

ing the 10-week new year sale,

when MFI makes about one-

third of its turnover.

By John Murray Brown
in Istanbul

MENSUCAT Santral, one of
Turkey's leading textile compa-
nies, and its listed affiliates,

have been suspended from
trading on the Istanbul
exchange. The move follows

the parent company's applica-

tion to the courts for protec-

tion from its creditors, which
are estimated to be owed some
TL2,200bn (5213m).

The company is controlled
by the Bezmen family. Last
week the group sought a court-

arranged agreement with its

creditors, to allow it to restruc-

ture its debts with some 23
banks, which are owed about
TLl,500bn.
The creditors list includes

the foreign banks, UBS, Stan-

dard Chartered, Bankers' Trust
and West Deutsche Landes-
bank.
However, the banks most

exposed are those of the local

Cukurova industrial conglom-

While this partly reflected

lower levels of activity in the
housing market, he admitted
MFI had made mistakes in its

promotional campaigns which
led to competitors stealing
market share. MFI had since
adjusted some prices and
revamped its advertising to

emphasise its competitiveness.

Sales suffered most in kitch-

ens and bedrooms, which cany
a higher profit margin because
MFI manufactures them itself.

Gross margins fell 1.7 points

to 57.4 per cent because of the
unfavourable sales mix, and
exchange rate movements.
But Mr Randall said the com-

pany's progress in cutting
costs made it optimistic it

could increase profits next
year, even if the economic
upturn was weak.
MFI has reduced overheads

by 1SL per cent through cutting
staff by 800, investing in new
systems, reducing stock, and
purchasing freeholds on four
previously leasehold proper-
ties.

erate - Interbank, Pamukbank
and Yapi Kredi - which are
owed TL600bn.

The court has to make a
decision within 10 days. If

banks refuse to agree a
restructuring, the company
will be forced into bankruptcy.
Bankers say a final settle-

ment may take up to six
months. The company has to

show it has a positive net
worth and that its assets are
greater than its liabilities.

Furthermore, two-thirds of
the creditors are required to

agree to the planned restruct-

uring.

Yesterday, Mr Halil Bezmen,
chairman and controlling
shareholder, was referring all

enquiries to his lawyers.
Mensucat is one of the coun-

try’s leading producers of tex-

tiles. Turkey's largest export
Item, earning more than S4bn a
year.

Mr Bezmen was described
yesterday by a foreign consul-
tant as one of the best textile

Surplus space in some stores

has been sub-let, leading to

lower costs, and rental Income
for the year of £7.2m.
Mr Randall said at least

another 100.000 sq ft of surplus
space would be leased out in

the current year, taking rental

income to £8.5m.
Analysts expect costs to fall

further this year and, based on
an improvement in sales of 3
per cent or 4 per cent are fore-

casting pre-tax profits of £60m
to £65m this year.

Proceeds from the flotation

allowed MFI to redeem its pref-

erence shares and reduce bor-

rowings to £62m, taking gear-

ing from 80 per cent to 52 per
cent Since the year end, the
company has received £21m
from the sale of its 20 per cent
stake in Carpetright, Sir Philip

Harris's carpet retail chain,
which was floated last month.
Pro-forma earnings were 4J5p

against 7.4p, but the final pay-

out was held at 2.5p, making a
total of 3.75p.

Lex, Page 14

magnates in the Mediterra-
nean. However, the group is

undercapitalised and over the
past two years has become
over-extended by a $I20m
investment programme cou-
pled with moves to diversify

into copper and chemicals
businesses.

Rabak. the copper business,

has been particularly badly hit

by the world slump in copper
prices.

Mensucat Santral. the cotton
textile arm. made a loss of
TL38bn in 1992 on turnover of

about TLl.OOObn. Rabak
reported a TL25bn loss over
the same period.

Last week, the exchange
suspended shares of Santral

Holding, Mensucat Santral,

Rabak and the chemicals oper-

ation Koruma while awaiting
further clarification from the
company.
The market was earlier

alerted to problems after the
company had failed to present
year-end figures for 1992.

Sharp fall

at Sabena
prompts
shake-up
SABENA, the Belgian national
airline, said its first-half earn-

! bigs fell by BFrl.Sbn ($45m>
I
reflecting the difficult condi-
tions in the international air

transport industry, Reuter
reports from Brussels.
Sabena gave no final figure

on its first-half 1993 earnings.
It said the earnings drop

reflected the serious structural

crisis in the sector and the
drop in prices this was cans-
ing, the economic crisis, cur-

rency devaluations in a large
number of European countries

and the political events in cen-

tral Africa.

The board of directors had
approved measures worth
Blft5bn to deal with the crisis

in the air transport sector. The
package Involved an adjust-
ment of wage costs during
three years to save BFr2bn,
Sabena said. It included mea-
sures to optimise its intercon-

tinental and European net-
works, where the hub and
spoke network at Brussels air-

port would remain the focus of

Sabena’s strategy.

Sabena said there would be
large savings by making work
organisation flexible. This
would be done by striking a
balance between the workload
and available workforce in
accordance with the agree-
ment with organisations repre-

senting the workforce.

Sabena employs about 9,000
staff.

Sabena is 37.5 per cent
owned by Air France and
about 49 per cent by the Bel-

gian state.

Suez disposes

of subsidiary
COMPAGNIE De Suez has sold

its 99.32 per cent stake in
Compagnie Industrielie Mari-
time for FFr965.35 a share, or
a total of FFr795m ($147.2m),

to Compagnie Generate Euro-

peene de Stockage, Reuter
reports from Paris.

The operation was under-
taken on June 30 and is to be
followed by a procedure under
which remaining shareholders
in Maritime can sell their
shares at the same price.

By Hugh Camegy
fn Stockholm

ERICSSON, the Swedish tele-

communications group, said
yesterday it had raised
SKr2.17bu ($30L3m) through a
convertible bond issue to

stiffen its financial muscle in

fast-growing markets where
competition was intense from
rivals such as Siemens of Ger-
many and AT&T of the US.
Ericsson said orders were set

to grow by more than 30 per
cent this year to more than
$9bn and it needed the cash for

"acquisitions, financing
requirements by customers
and because of general prob-

By Peter Wise fn Lisbon

ESPIRITO Santo Financial
Holding, which heads one of

the largest financial groups in

Portugal, has placed 2.65m
American depository shares,

on the New York stock

exchange.
The shares were placed at

$29 each and are being quoted
at around $27, said Mr Ricardo
Espirito Santo Salgado, head of

the group.
The offer was increased from

an original 2m shares because
of heavy demand, which would
have been enough to buy 5.2m

THE GREEK Ministry of

National Economy raised
Dr7.i7bn ($32m) through the
partial-privatisation of its

monopoly sugar producer,
Hellenic Sugar Industries,

according to the ministry’s
advisers, Reuter reports from
London.

It was the first public
flotation of a state-owned
company in Greece and paves

the way for the privatisation of

OTE, the telecommunications
company, due later this year.

"We are delighted with the

outcome of the first public

offering in Greece's extensive

privatisation programme," Mr
Stephanos Manos, Greek
minister of national economy,
said in the statement issued in
London.

l«rig in the financial market” -

although it declined to be more
specific.

"This is a way to try to

ensure we have the financial

wherewithal in a relatively

tight financial market,” the

company said.

Ericsson has been riding a
rise in new orders for more
than a year, particularly in its

radio communications division.

It has established a 40 per cent

share of the world market for

mobile telephone infrastruc-

ture systems and has signalled

a significant improvement this

year on last year’s SKrlJObn
pre-tax profit.

It has been growing fast in

shares. A total of 1.9m shares

were placed with institutional

investors and the remainder
with individuals in the US and
Canada. This was the second
placement of shares in New
York by ESFH, which is quoted
in London and Luxembourg.
Some 28 per cent of the

group's capital is held by US
and Canadian investors. Grupo
Espirito Santo continues to

hold a majority of the company
followed by Grupo Freres of

Belgium and Grupo Agnelli,

which together hold 9 per cent.

• Foreign institutions will be

The public offering of 4.652m
bearer shares at Drl.200 was
more than five times
oversubscribed and the private

placement for employees and
sugar beet producers more
than one and a half times
over-subscribed, the statement
said.

Following the
part-privatisation, the
state-owned Agricultural Bank
of Greece bolds 70.48 per cent

of HSL
“Following this success, we

look forward to the
privatisation of OTE later this

year with a great deal of

confidence,” Mr Manos said.

HSI has five factories and
produces over 310.000 tonnes a
year. It had 1992-93 pre-tax
profits of Dr6J18bn.

China, which accounts for 7

per cent of group sales, and IS

anxious to ensure it can con-

tinue to compete for business

where customer financing »
required. "In China and even

in some other markets there

may be a need for us to help

the customer with the financ-

ing of deals,” the company
said.

The issue of 4.25 per cent

convertible subordinated

debentures was fully sub-

scribed, with 50 per cent taken

up by foreign investors. Toe

bonds will mature on June 30.

2000. with conversion to B

shares available from August 2

atSKrm

allowed to buy an 80 per cent

stake in Portugal’s stateswned
Banco Pinto e Sotto Mayor
when it is sold in October. Mr
Fernando de Almeida, the

bank’s president said, Reuter

reports from Lisbon.

“The [BPSM privatisation]

law does not set any limit on

foreigners,” Mr Almeida said.

The government would
approve the law outlining con-

ditions for the BPSM sale in

the next few days. “Then there

will be three months for candi-

dates to apply, so the operation

should occur in October," Mr
Almeida added.

Asko sells

remaining
AVA stake
By David Waller m Frankfurt

ASKO Deutsche Kaufhaus, one

of Germany's biggest retailers,

said yesterday it had sold its

remaining 7 per cent stake in

AVA AUgemeine Handelsge-

sellschaft der Verbraucher,

another quoted German
retailer in which Asko used to

own a 50 per cent interest

In a brief statement, the

Saarbrficken-based Asko said

the sale of its entire AVA stake

since February had raised

more than DMlbn (5625m). Mr

Klaus Wiegandt, chief execu-

tive said that the sale had

been achieved at slightly above

book value.

“With this step we have com-

pleted the most important part

of our disinvestment pro-

gramme," the chief executive

said. Asko, majority-owned by

Metro, the large Swiss-based

retailer, expanded rapidly in

the late 1980s but has

embarked on a drastic rational-

isation plan in order to cut its

debts, which stood at DM4.7bn

at the end of March.

The Bielefeld-based AVA,
nearly 50 per cent owned by

Edeka Zentrale, had turnover

of DM6£bu last year, up from

DM5. 1bn in 1991. ft operates to

the discount market and
derives 60 per cent of its turn-

over from food retailing.

Mobile Communications
7 September, 1993

Cable & Satellite Broadcasting
5 October, 1993

International Telecommunications
18 October, 1993

Shares in Mensucat Santral

suspended on Istanbul SE

Espirito Santo in NY placing

First Greece state

sale oversubscribed

These securitieshave notbeen registeredunderMs SecuritiesActof 1933andmaynotbe offeredorsoldin the UnitedStates except
inaccordance with the resale restrictions applicable thereto. These securitieshaving been previously

sold, tins announcementappears asa matterofrecord only.

US$150,000,000

(hom^ake

Homestake Mining Company

5%% Convertible Subordinated Notes due 2000

Certain ofthese securities have been sold outside ofthe UnitedStembythe undersigned
pursuant to Regulation $ underthe Securities Actol 1933.

Goldman Sachs International Limited S.G.Warburg Securities

BNP Capital Markets Limited

Deutsche BankAG London

Swiss Bank Corporation

Credit Suisse First Boston Limited

Lombard Odier International Underwriters SJL

UBS Limited

Wood Gundy Inc.

Goldman, Sachs& Co. S.G.Wiarburg& Co. Inc.

June 1903

These securitieshave notbeen registeredunderthe SecuritiesActof1933andmaynotbe offeredorsoldin the UnitedStatesexcept
Inaccordance with the resale restrictionsapplicable thereto. In addtiton. these securitiesmaynotbe offeredorsoldinAustralia.

These securities havingbeen previouslysold, thisannouncementappearsas a matteredrecordonly.

US$200,000,000

LEND lease corporation
Lend Lease Finance International Limited

(A.C.N.056 923 465),

4%% Guaranteed Convertible Bonds DueJune 1, 2003

Unconditionally guaranteed by, and with non-detachable Conversion
Bonds issued by, and convertible into Ordinary Shares of,

Lend Lease Corporation Limited
(A.C.N.000226 228)

Goldman Sachs International Limited

Swiss BankCorporation

ABNAMRO Bank N.V.

Deutsche BankAG London

Merrill Lynch International Limited

Cazenove&Co.

Credit Suisse First Boston Limited

Lombard Odier International Underwriters S.A.

Ord Minnett Securities Limited

Goldman, Sachs & Co.

Merrill Lynch & Co.

Morgan Stanleys Co.
Incorporated

June 1993
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STET. Working for the advancement of Italian telecommunications since 1933T
IPI group

We’re always
improving

our track record

1990 1991 1992
Sales 19,964 22,964 27,167

Capital Expenditure 10,610 11,827 10,637

Net Profit 1,367 1,413 1,425

The STET Qroup in billions of lire

At Stet, we treat every project as a challenge, every

achievement as a reason to set new goals. It’s this atti-

tude to business that confirmed STET as one of Italy’s

entrepreneurial successes of 1992. The acquisition of

Finsiel in Italy and the expansion of our worldwide oper-

ations has meant that STET now comprises more than

100 telecommunication companies. The STET Group

activities include manufacturing and engineering, net-

work installations, services management and state-of-

the-art data management and satellite communica-

tions systems. Working together as a group, we are tak-

ing Italian telecommunications into the next century.

We know where we’re going and we’re getting there. Fast.
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Record second-quarter

earnings at Fannie Mae
By Patrick Harveraon
in New York

THE FEDERAL National
Mortgage Association (Fannie

Mae) reported record second-
quarter profits yesterday as
die favourable domestic inter-

est rate environment contin-

ued to provide a foundation Tor

strong earnings growth.
The company, which is the

largest mortgage provider in

the US, announced profits or

$45£LSm in the second quarter,

up 14 per cent on its earnings

in the same three months of

1992.

It was the 22nd consecutive

record-breaking quarter for

Fannie Mae and was achieved

despite $39.8m in after-tax

losses incurred from the call of

debt at a premium and the

repurchase of high-coupon
debt

In the first quarter of tins

year Fannie Mae earned
S443.6m, which took six-month
profits to $902.4m, an increase

of 15 per cent on the previous

first half and on target for
annual earnings to outpace the

$1.62bn achieved in 1992.

Mr James Johnson, Fannie
Mae's chairman, said a number
of factors were behind the lat-

est record quarter, including
strong growth in the compa-
ny's mortgage portfolio,

increased interest income from
the investment of proceeds
from repaid mortgage-backed
securities, and continued high
levels of miscellaneous Income,

especially fees earned from the
sale of REMICs (real estate
investment conduits).

Fannie Mae’s net interest
income jumped 22 per cent to

$632.1m following a 21.4 per
cent increase in the size of the

company’s net mortgage port-

folio to $l70bn and a widening
in its net interest margin (the

difference between the interest

it earns on mortgage Loans and
the interest it pays to borrow
money) from 139 basis points

to 143 basis points.

The readings on the state of

the US housing market
suggested that there has been
little change in conditions over
the past year.

Although Fannie Mae's
acquisitions of single-family

foreclosed properties rose
slightly in the second quarter
to 2,790, its serious delin-

quency rate for single-family

loans, a key indicator of credit

quality, declined to 0.59 per
cent in May, down from 0.60

per cent in May 1992.

The news of record

lifted Fannie Mae shares $1%
to $85% on the NYSE.

Ontario Hydro sees bigger loss

By Bernard Simon in Toronto

ONTARIO Hydro. North
America's second-biggest
power utility, has raised its

1993 loss estimate to C$1.6bn

(US$1.25bn), citing slack
demand for electricity, write-

offs related to restructuring,
and continuing problems at a
nuclear power station.

Long-term borrowings this

year are also likely to rise from
C$3.2bn to C$3.6bn, due to

lower funds generated from,

operations and an increase in

the amount of bonds called so
far this year,

A further C$400m increase in
the borrowing requirement
will be necessary if debt-re-

structuring proposals are
approved.

The provincially-owned util-

ity, which is based in Toronto,
earlier this year forecast a
break-even in operations. But
it said yesterday that it now
expected a C$200m loss.

It ascribed the setback to a
variety of factors, ranging from
the weak economy to unusual
weather patterns and higher
fossil-fuel energy costs. It also

said the economic outlook for

future years was less rosy than
anticipated.

The extent of this year's loss

will probably result in the
depletion of the utility's fund
for rate stabilisation and con-
tingencies, which stands at

about C$l.6bn. However, it

reaffirmed its earlier promise

to freeze electricity rates next
year following several years of
steep increases.

The rates freeze was among
the early moves made by Mr
Maurice Strong, who organised
last year’s Earth Summit in
Rio de Janeiro, when he took

the reins of Ontario Hydro ear-

lier this year.

Mr Strong pledged a thor-

ough shake-up and has also
given notice of several thou-

sand lay-offs.

However, Energy Probe, a
lobby group, expressed doubts
yesterday whether the promise
to keep rates unchanged next

year can be met

Alcan joins review of Kemano project

By Robert Gibbons in Montreal

ALCAN Aluminium is joining

a public review of its plans to

complete the Kemano hydro
expansion in British Columbia.
The company has spent

C$500m (US$391m) towards
completing the project and will

invest more than C$500m on
further construction.

Kemano's first stage was
built in the 1950s to support
Alcan's 272.000 tonnes-a-year
smelter nearby. Alcan's Cana-
dian smelting capacity is l.lm
tonnes.

The company suspended
work on the Kemano project in

1901 after a federal court ruled

the project must go to federal

environmental review. This

was reversed by the appeal
courts, which found Alcan had
fully met a 1987 agreement
with the federal and British

Columbia governments.

Last January the provincial

premier Mr Michael Harcourt
said the British Columbia Utili-

ties Commission would con-

duct the public review and
report by September 13.

Coors to

cut white

collar staff

by 20%
By Karen Zagor In New York

ADOLPH Coors, the third
biggest US brewer, is to cat
500 jobs, or about 20 per cent
of its white collar workforce,
in an attempt to reduce costs

and improve long-term profit-
ability.

Coors, which is trying to
compete more successfrilly
with market leaders Anheuser-
Busch and Philip Morris,
hopes to achieve the job reduc-
tions through enhanced early
retirement packages, Incen-
tives for voluntary redun-
dancy and attrition.

The company said the job
cuts were part of a a wider
plan which will include reduc-

ing Inventories of raw and fin-

ished goods, improving pro-
ductivity, using excess
capacity and increasing the
effectiveness of market spend-
ing-

In addition to reducing gen-
eral and administrative costs,

Coors plans to farm oat a
large part of its marketing ser-

vices and field marketing.
It said it would create a free-

standing, independent market-
ing services company - to be
cahed Front Range Communi-
cations - which will provide

marketing support for Coors
ranging from merchandising
to trademark sales.

About 100 Coors employees
win be offered jobs in the new
agency.
Mr Leo Kiely, president and

chief operating officer, said:

“Coors Brewing Company has
outpaced the industry in vol-

ume growth rate for eight con-
secutive years.

“At the same time, we have
lagged in providing adequate
returns to our shareholders.
We are committed to improved
profitability while continuing
to build oar competitive posi-

tion In the marketplace."
• Mr Arthur Wegner has been
appointed chairman and chief

executive of Raytheon’s Beech
Aircraft unit, from July 19,

Reuter reports

Mr Wegner, also appointed a
senior vice president, succeeds
Mr Max Bleck, who remains
Raytheon president and group
executive for aircraft products.

Apple reduces prices to

maintain sales momentum
By Louise Kehoe
In San Francisco

APPLE Computer yesterday
announced further reductions

in the US prices of several of

Its personal computer prod-
ucts.

The move followed reduc-

tions in May and June, as the

company, which last week
announced deep job cuts,

struggles to maintain its sales

momentum amid an industry-

wide price war.
The latest round of price

cuts applies to Apple's popular
Powerbook notebook comput-
ers as well as its highest per-

formance Macintosh Quadra
models.

In addition, Apple expanded,

a rebate promotion to cover
the Performs product line,

which is aimed primarily at

consumers.

“The price reductions, and
the Performs rebates, are part

of our overall company strat-

egy to take aggressive actions

in order to increase our market
share," said Mr Bob Puette,

president of Apple USA
“With these actions, we are

making some of our most pop-

ular products more competi-
tive."

Apple reduced the US price

of its Macintosh Quadra 950

systems by up to 29 per cent

and also cat the price of its

recently introduced workgroup
server computers by up to 20

per cent
Powerbook prices have been

reduced by seven to 34 per
cent. Buyers of Apple’s Macin-

tosh Performa PCs will receive

cash rebates of $100 to $200.

Despite the price cuts,

Apple's share of the world PC
market is stagnating, accord-

ing to industry analysts, and

the company’s profit margins

have declined.

In a move to boost profits the

company said last week that it

would lay off 2,500 people, or

more than 15 per cent of its

worldwide workforce, over the

next 12 months.

Most of the job cuts are due

to occur this month.
Apple has also frozen pay

increases for all employees for

an indefinite period, and the

company's top executives must

take a 5 per cent pay cut. the

company said.

Mr Michael Spindler, Apple

president, who was promoted

to chief executive officer last

Tqflpfrh
,
has declined to make

any corntnimt on the cost cut-

ting moves.
Mr John Sculley, who

remains chairman of the cont-

.
pany, is on sabbatical.

GM cautious on third quarter

GENERAL MOTORS is opti-

mistic about its second-quarter

sales results but third-quarter

production schedules are not
overly aggressive, Mr John
Smith, the group’s chief execu-

tive officer, said yesterday,

Reuter reports.

Mr Smith, speaking to
reporters at a US-Japan busi-

ness conference in Cleveland,

said GM had a. "good” second

quarter. He addded that the US
car maker’s vehicle sales were
“much stronger than anyone
else on the retail side".

However, he said there was
still a lot of uncertainty in the

market place 'and GM had not

been too ambitious in planning

third-quarter production.

According to Ward’s Auto-
motive Reports. GM plans to

produce 655,000 cars in the

third quarter, up 46A per cent

from a year earlier. It also

intends to produce 380.000

trucks in the third quarter, up
26.2 per cent from the third

quarter of 1992, “Those sched-

ules don’t look overly optimis-

tic,”’ Mr Smith said.

He said the European vehicle

market was still very weak,
but added that GWs European
operations were performing
satisfactorily. “We’re satisfied

with how we’re doing" in

Europe, he said.

• Meanwhile, General Motors’

Powertrain Group said it has
agreed to supply Toyota Motor

Manufacturing USA with iron

engine blocks tor Toyota’s 23-

litre engine beginning in mid-

1994.

The blocks, destined for

Toyota Camrys built in George-

town, Kentucky, will be pro-

duced at GWs Defiance, Ohio,

facility. GM said it would pro-

vide 180,000 blocks annually
for the 16-valve engines.

GM said the agreement was

part of a strategy to expand the

business to secure jobs for

General Motors and United
Auto Workers-represented
employees.

GM Powertrain's plant in

Defiance manufactures grey
iron and nodular iron castings

and employs 3,773.

AUiedSignal sets up French offshoot

ALLTEDSIGNAL Automotive, a
unit of New Jersey-based man-
ufacturing group AUiedSignal,

is to set up a global automotive

brake and friction material

business, headquartered in

Drancy in France, AP-DJ
reports.

AUiedSignal said the unit,

AUiedSignal Braking Systems,
wiU be its first outside the US.

The group win also maintain

offices at AUiedSignal Automo-
tive’s headquarters in South-
field, Michigan.

The new company will be
headed by Mr Stephen Rabi-

nowitz, formerly vice president

of AUiedSignal Friction Materi-

als.

Mr Rabinowitz said the

brake business represents

about half of AUiedSignal
Automotive’s annual sales of

*L5bn.
Hie new subsidiary will pro-

vide “complete braking
systems capabiUty, as well

as . . . components, while reduc-

ing cycle times and taking
advantage of synergies in prod-

uct development, testing, sales

and marketing”, he said.

Northwest

Airlines

close to

union deals
By Karen Zagor

NORTHWEST Airlines, the

fourth largest US carrier,

yesterday secured a tentative

agreement with its machinists'

union and an agreement

with the Teamsters’ union

is believed to be immi-

nent. -
. .

The airline, wnicn is

integrating its operations with

those of KLM Royal Dutch

Airlines, needed significant

labour concessions to remain

operating outside the

protection of the bankruptcy

courts. .

Last week it ratified an

agreement with its pilots’

union which will save the

carrier $365m over three

years.
Northwest has agreed that

$61m of the savings from its

pilots could come from
work-rule changes Instead of

direct wage and benefits cuts.

There is also a provision to

give all employees the choice

of being repaid for their

concessions within 10 years, or

they may choose to receive as

much as 37.5 per cent of the

common stock in the company.

Previous agreements had

called for employees to receive

a 30 per cent stake in the

airline.

The machinists' pact

replaces an agreement which

was rejected by union
members last month.
The terms of the new

agreement are believed to be

similar to those of the pilots'

agreement. Northwest is now
expected to reach an
agreement with its Teamsters'

union shortly.

Chile purchase

by McGraw-Hill
McGRAW-Hill. the US
publisher, has acquired Dtstri-

buldora Ciencia y Tecnica, a
Chilean book distributor, Reu-

ter reports. Terms were not

disclosed.

Distribuidora Ciencia y Tec-

nica has distributed McGraw-
Hill's professional and college

books in Chile for eight years.
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National Bank of Greece S.A.

Proposed disposal of controlling shareholding in

National Housing Bank S.A.

National Bank of Greece S.A. announces its intention to seek indicative proposals from parties

who may be interested in acquiring its controlling interest in National Housing Bank S.A.

National Bank of Greece, which is indirectly controlled by the Greek State, currently holds

89.5 per cent, of the common shares and 66.7 per cent, of the preference shares of
• --

• National Housing Bank.

National Housing Bank is the second biggest specialised Greek mortgage bank.

As at 31 sr December, 1992, it had total assets of GDr. 61.0 billion (US$283.3 million),

total mortgage loans outstanding of GDr. 33.8 billion (US$157.0 million) and
shareholders’ funds of GDr. 4.9 billion (US$23.0 million). In 1992 National Housing Bank

achieved profits before tax of GDr. 1.1 billion (US$5.8 million).

National Housing Bank is quoted on the. Athens Stock Exchange and has a tocal market
capitalisation, including preference shares, of GDr. 6.7 billion (US$28.9 million).

An acquisition of National Housing Bank would cake rhe form, inter alia, of an offer for the

share capital through the Athens Stock Exchange. Patties who are not already active in rhe

financial sector would be expected to express interest in cooperation with

a suitable financial institution.

S.G. Warburg has been given the exclusive mandate to seek offers on behalfof
National Bank of Greece. Enquiries should be directed to Christos Sclavounis at

Banque S.G. Warburg in Paris, telephone number (331) 4888 3344.
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Chase Corporation Finance
NewZealand N.V.

U.S. $75,000,000 5% percent
Guaranteed Subordinated Convertible

Bonds Due 1997 (the “Bonds”)
Guaranteed on a subordinated basis
byChase Corporation Limited (“CCL”)

Bondholders are hereby notified that a third distribution made by CCL of
U.S. S7.31 per U.S. SI ,000 nominal of Bonds hasbeen approved by the Scheme
Manager® under the Scheme of Arrangement between the Company and Its

Creditors. Bondholders may collect the distribution by presenting their Bonds to

the Paying Agents listed below forendorsement
Pursuant to the terms of a Supplemental Trust Deed dated 10th May, 1991 all

rights to payment of principal ofand intereston the Bonds have been exchanged
tor rights to receive distributions under the Scheme of Arrangement.
The Scheme Managers have prepared further reports which are available for

collection by Bondholders from the Paying Agents and The Law Debenture Trust
Corporation p.l.c., the Trustee of the Bonds.

Principal Paying Agent:

Bankers Thiat Company
1 Appold Street, BrowJgsta

London EC2A2HE
England

Credit Suisse
8 Paradeplatz
CH-8021 Zurich
Switzerland

Trustee:

The Law Debenture Trust
Corporation p.Lc.
PTinces House

95 Gresham Street
London EC2V7LY

Paying Agents:

Banque indosuez Luxembourg
39 Aflee Scheffer

L-Z5Z0 Luxembourg

USD 140,000,000

CRI ENSURED
MORTGAGE

ASSOCIATION INC

Guaranteed Secured
Floating Rate Notes

doe 1998

Interest Rate 3.5625% p. a.

Interest Period July 12,1993
October 12,1993

Interest Amount due on
October 12, 7993 per

USD 66.875.00 USD 608.84
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Ptomwr Electronic Corporation

Nafcablmsty gives tobalden of CDflS baaed
by Caribbean Dcjporiuy Co, N.V. evidencing

riam la Ibe above company ibot ibe M7ih
aendumal bnrinees report" of Pioneer

Electrode Cbipondes ft* Ibe six tnexubt period

coded Mardi 3 1. 1993. prepared on a yereoMoty
baab, naybe obtained from:

HV. NcdcttaaA.dkAdadoMnlk^o
TravtkaaMor
tkreagndn 420
1017 BZ Ainsmhgi

TVvBmkofTotoeUd
aUbUrixd hiTokyo. Brawtk*. Irartre,

Dtaddurf, P»rb and New Yo»t

l N.V.
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FINANCIAL II MI'S

WORLD
ACCOUNTING

REPORT
WORLDACCOUNTINGREPORT provides

comprehensive and authoritative monthly coverage

ofchanges infinancial accounting worldwide.

To receive a FREE sample copy contact:

Judith Harris. Marketing Department, Financial Times Newsletters,

126 Jennyn Street, London SW1Y 4UJ England.

Tel: (+44 71)411 4414 Fax; (*44 71) 411 4415

FINANCIALTIMES

NEWSLETTERS
. ftiM fi.MiH tnieiiiiiiqnk»WMa«n>w.s»^»MtBi«Jre.u»fcvsaireu.
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THORN EMI CapitalN.V
fiiwtupu7mcJ in the SeheHunls Anrifia u ids IfnttaiJ habitnyl

5 V* per cent. Guaranteed Redeemable Convertible

Preference Shares 2004 in THORN EMI Capital N.V

Holders of the above-mentioned shares are advised that copies of

THORN EMI Capital N.Vs Report and Accounts for the year ended

11 March 199) and the 199) Annual Report of THORN EMI pic

("the Guarantor") arc available from THORN EMI pie’s Registered

Office at 4Tcmcnk*n Street, London WlA ZAY.

HongkongBank
The Hongkong and Shanghai Banking Corporation Limited

Pncorporated in Hong Kong with Smitad liability)

U.S.S400,000,000
PRIMARY CAPITAL UNDATED FLOATING RATENOTES

(THIRD SERIES)

Notice to hereby grew thatthe Bate of interest has been fixed at 3.4375%
and that the interest payable on the relevant Interest Payment Date
October 13. 1893 to respect of S5.000 nominal 01 the Notes wW be
$43.92 and In respect of 5100,000 nominal of the Notes wil be 5878.47.

ft

July 13. 1993. London
By: Otter*. N.A. (Issuer Services), Agent Bank CITIBANK©

SAMSUNG SEMICONDUCTOR AND TELECOMMUNICATIONS LIMITED
US* 30,000,000 FLOATING RATE NOTTS DUE 1994

GUARANTEED BY
SAMSUNG ELECTRONICS COMPANYLIMITED

For the six montha bora the 12 July 1903 to 12 January 1994 the Notes will carry an
Interest rate of5X*per annum. The bicrest payable on ibe relevant Interest payment
date, 12 January 1W4.WDI be USS363333 per LBS lOtyiOO Note.

AGENT BANK

FOREXIA FAX $ £ Dm ¥AM6 VEAflft/EMJCRECORDOFACCURATESHORTTERM RJRBGNBCCHANGEFORECASTMG

DAILY FOREIGN EXCHANGE COMMENTARIES,
CHARTS, FORECASTS AND RECOMMENDATIONS

IMng your tax bendeetONLYdW (+44) si 332 7428 taran Immsdlau tree recent (saua

THE BEST INFORMATION IN YOUR HAND
Rrtwes Pager delivers constantupdateson currencies, futures, tadlce*. InterestratiSMd commodities 24 hour*a day, with prices and news both direct from

Renter*. Why tryand do without It? Cati 071-895 9400 foryourFREE IrlaL

FUTURES PAGER

Daily Gold Fax - free sample
trem Chat I Analysis Ltd r'*

Wh ',bV

7 Svijlfo'.v Street, London 17lfl 7HD, UK - I
e ' 74

comir.odity specialists lor over 22 years
a * ^ 4966
a fiV3*A Wflmbor

FUTURELINK
Tho fastest, most reliable, cost effective real-time FUTURES, FOREX

and MEWS services avuilablo viu FM within London.

CALL HYETRON ON PAR'S
071 972 9779 01 40 41 99 <1

PARIS
01 40 41 93 43

FOREXIA FAX S Dm £ Y

An eight year track record ot successful forex forecasting daily.
Commentaries, forecast!, recommendations ft charts

from London and Now York

Tel: (44)81 948 8316 fna trial (Malta Fax: (44) 81 948 8316

SHEAKSON LEHMAN
HUTTON HOLDINGS
INC.rfa a/VHiihsI III IMuh fifl-t

ussnnn.onu.ooo

Floating rate notes due
October 1996

tor the three months I.Uulv

MU to 1.1 October MU the

notes trill curry an ininrv.il nor
of3.4 ftvr annum and
interest payable rvi the ndenuU
interest payment tintv l.'l

OctoberMU will amount to

USSS7.3I per llSSItljm note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

The Kingdom of Belgium

usMOO.noo.oon

Tranche A: US$15U,000,000
Heating rate notes due
1996

in accordance with the

provisions id the notes, notice
is herebygiven that for Hu-
interestperiod from IX July
MU Ut 13 January IMU tl]r

ntdes will bear interest at 3.5"*

perannum and interest /Miyrdde
on 13January HUM will amount
to USS 1. 7S3..VJ /x>r I tSSMl. not)

note.

Agent: Morgan Guaranty
Trust Company

JPMorgan
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Pool Pore pore
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P*W pre P» reieo
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030 1880 1809 1809
0100 10 09 1809 1809
0130 1009 18 09 1809
0200 1A18 18 09 18 09
0230 18 10 1809 1809
0300 iaw 1809 1809
0330 18.18 1807 1807
0400 taio 18X17 1807
0430 iaio 1807 1807
0500 iare 1807 1807
0930 19 sz 1982 1982
0000 1818 19.62 1932
0030 18.DS 18 09 1809
0700 21.11 2809 31.18
0730 25 54 2603 3094
0000 29 56 2822 31 OB
0630 26.35 29 06 3409
0900 2088 29J1 34 65
0930 26.92 2980 3501
1000 2496 2988 3522
1030 28.97 3002 3528
1100 27.01 30.39 35.73
MX 3120 39.70 4557
1200 3454 4024 4823
I2X 34.43 39 93 4689
1300 3430 - 3816 44J4
13X 25,77 29.BS 34.75
1400 25-73 27 64 3280
M30 25.69 2684 3105
1SX 25.80 2749 3242
1630 25*9 27 57 3UT
1000 25.73 27 B1 32.82
1630 31.74 3603 41.43
1700 3A52 3828 4187
17X 3649 35.93 4121
tax 3837 35.19 4036
J530 29M 27.08 3121
1X0 2588 27XO 81JS
tax 2944 2609 3089
2000 26.11 25.49 3028
2030 25.11 27.02 31.84
2100 3143 33J» . . 3800
2130 31.03 33.00 33.00
2200

.
33.78 41.82 4873

2230 52.00 ease 8836
2300 34 00 60.88 8008
2330 2060 3300 33.00
2400 19.07 1831 1801
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U.S. $100,000,000

N

TNT Limited

Subordinated Floating Rate
Notes Due 1996

Interest Rate

interest Period

Interest Amount per
U.S. $100,000 Note due
12th January 1994

4.10% per annum

12th July 1993
12th January 1994

U.S. $2,095.56

Credit Suisse First Boston Limited
Agent

*
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Anglo American confirms

ByPtiBp Qawifli

in Johannesburg

-ANGLO American Corn-
oration, South Africa's hugest
company, has restated its oppo-
sition to the concept of
unbundling as a means of
reducing its size and infiHPmfo
in the local economy,
in W* annual statement. Mr

Julian Ogilvie Thompson
chairman, noted: “The corpora-
tion has no intention of mount-
ing a major unbundling exer-
cise. We believe the
corporation’s overall structure
is sound and continues to
serve the interests of the share-
holders and the country welL”
Unbundling has been much

in the news in South Africa
recently following the May
announcement by Gencor,
South Africa's second largest
mining house, that it planned
to break itself up into gmaiiar
units, and last month's cau-
tionary statement from Barlow
Rand, the largest industrial
group In the country, that it

will split itself into three.

Mr Ogilvie Thompson had
two main messages to deliver.
First, that Anglo was a

unbundling

Julian Ogilvie Thompson:
overall structure sound

dynamic company which bene-
fited the economy. The second
was a strongly argued case
about the appropriate aims and
limits of competition policy,
unbundling and black empow-
erment - areas set for greater
prominence under any new
black dominated government
Anglo, and much of corpo-

rate South Africa, fears that
the heavy-handed or confused
application of these policies

could cause considerable eco-
nomic damage.
Mr Ogilvie Thompson argued

that the most important aspect
of competition policy was to
reintegrate the country into
the global economy.
He conceded that Anglo and

its associates controlled about
25 per cent of the capitalisation
of the Johannesburg stock
market but he disputed that
this conferred excessive power
which could be used to thwart
the state.

He noted that Anglo
accounted for about 6 per cent
of the country's fixed capital
stock. He argued that far from
being an “acquisitive,
short-term orientated US-style”
conglomerate, Anglo had been
characterised by organic
growth, which accounted for as
much as 80 per cent of the cap-
italisation it controlled.

Mr Ogilvie Thompson said
South Africa would have to
find the right balance between
policies which sought to pro-

mote competition, and those
which sought to promote
industrial capability, which
probably involved favouring
large companies.

Price rise boosts Gold Fields
By Pttifip Gawith

AN increase of 9 per cent In
the average gold price offset

lower production and allowed
the four gold mines in the Gold
Fields group to improve after-

tax profits by 15 per cent to

R306.6m ($%L3m) in the three
months ended .Tima compared
with the March quarter.

Gold Fields does not sell pro-

duction forward so its results

are closely geared to move-
ments in the gold price. The
average price per kg received

during the quarter was R35.672
compared with R32.716 in
March.
This was offset, however, by

the 6 per cent fall in gold pro-
duced to 28,775kg following a
fire at West Driefontein and a
fall in the grade at the Kloof
division of the Kloof mine.
The net effect of these con-

flicting trends was that work-
ing profit rose marginally to

R337.8m from R330-8m. A large

jump in net sundry revenue -

mainly payouts from insurance
claims related to fires - to

R41.2m from R13.9m helped
bolster after-tax profit
Commenting on the individ-

ual mines, Mr Michael Fuller-

Good, general manager, said

Driefontein should be able to

improve on its profits as the
west part of the mine had
recovered from Its fire. He said

the Kloof division was perform-
ing well, despite the recent fall

in grade; He thought the Liba-

non division, which made a
working loss in the June quar-

ter, was probably back in profit

at current gold prices.

Woolworths

relisting

lifts market

in Australia
By Bmce Jacques hi Sydney

SHARES in Woolworths, the
Australian retailer, relisted
publicly yesterday at a hefty
premium, pushing the Austra-
lian stock market to its high-

est level since 1987 and paving
the way for a deluge of new
company flotations.

Woolworths shares, issued
at AS2.45, closed at A&2.81
after trading as high as A$2.98
following & three-hour exten-
sion of normal trading by the
Australian Stock Exchange.
The strong Woolworths

trade, involving almost 92m
shares worth A$260.6m
(US$174.8), pushed total mar-
ket turnover to A$613m.
The float, Australia's biggest

ever, consisted of lbn shares

at A$2.45 each.

The vendors, Industrial
Equity, received applications
for 2.66m shares worth
A$S.52bn and were forced to

scale back allocations to both
institutional and public appli-

cants.

Analysts said last night the
lively showing meant that
demand was likely to spill

over into other proposed Aus-
tralian share issues, especially

the A$90m raising by AAPC,
incorporating the Australian
assets of the Accor Asia
Pacific hotel group, and an
A$112m offering of gold inter-

ests held by Ashton Mining,
the Australian diamond pro-

ducer.
The Australian government

hag alcn rnimrnnwrf plane to

float a further 19 per cent of

the Commonwealth Bank of

Australia around September
this year while Burns Philp,

the Australian industrial

group, is also believed to be
considering an A$4Q0m float of

its hardware division.

Moody’s downgrades
Japanese building group
By EmBco Teraxono in Tokyo

MOODY’S, the - US credit
ratings agency, has down-
graded the long-tram debt rat-

ing of Haznma; the Japanese
construction company.
Hazama faces government

penalties doe to the involve-

ment of executives in an
alleged bribery scandal.
Moody’s said the company's
operating performance and
financial flexibility will be
damaged by penalties, effec-

tively contract bidding suspen-

sions, and downgraded its long

term debts to B2 from BL
The Ministry of Construc-

tion, the Ministry of Transpor-

tation and local governments
have suspended Hazama from
bidding for new public pro-

jects in the near term, after

three executives were
arrested.

Moody’s said the penalty
could affect Hazama’s profits

for the next few years due to

the company's dependence on
public works projects. Some 30
per cent of Hazama*s non-con-

sclidated revenue for the year

ended March 1993 was gener-

ated by public sector work.
The agency said the case

would affect the company’s
relations with banks and
investors, and its private sec-

tor business.

Hazama already faces asset

problems due to aggressive

business expansion in the late

1980s, and Moody’s said the

company was not prepared to

face a further fall in revenue.

Alcoa earnings surge to

A$199m in opening half
By Bruce Jacques

ALCOA of Australia, the
Australian integrated alumin-

ium producer, has overcome
flat demand and recorded a
robust earnings performance
in the half .' year ended
June.

Net earnings rose 45 per cent

to A$1988m (US$133.4m) in the

six months on a 2 per cent
improvement in revenue to
A*L09bn.
The result excluded an

abnormal gain of A$59.7m
(against nothing previously)

reflecting a tax adjustment
while capital expenditure was
down to A$85.2m from
A$120.4m.
The company lifted its divi-

dend payout to A$180m from

A£120m, most of it going to the

two largest shareholders. Alu-

minum Company of America
and Western Mining Corpora-

tion.

Alcoa said the aluminium
division had made a negligible

contribution to earnings, and
operations remained under
review following American
Alcoa’s recent 25 per cent cut

in primary metal output.

Tax took ASlOO.Sra and
depredation A$73.4m. Interest

expense totalled A$13.0m.

High aluminium stocks and
low prices have hit the alumin-

ium business worldwide.

A large part of the
industry's difficulties stem
from an upsurge in imports to

the west from the former
Soviet Union.

INDEX
CONSTITUENTS

LISTS OF the constituent stocks of the FT-

SE Actuaries Share Indices series and other

FT indices are available at no charge from

The Manager, FT Statistics,

One Southwark Bridge, London SE1 9HL.

Information regarding the FT-Actuaries

World Indices,

Including details of constituents,

is available from:

MafkZurackor
Barbara Mueller

Goldman. Sachs & Co.

85 Wall Street

New York,

New York 10004,

U.S.A.

(212-902-6777).

Symon Bradford,

NatWest Securities

Ltd.

Kintore House,

74-77 Queen Street

Edinburgh EH2 4NS
(031-225-8525)

Notice ofMeeting

The European WarrantFund
45, rue des SciDas, L-2529 Howald

Grand Duchyof'Luxembourg

Luxembourg Registre deCommerceNo-B327ea

OudTyofLiyS^^Fri^. 30 '11̂ 1993" 16-00

Agenda

pn»y to attend and vote on nw ocnair ano sum* v

shareholder of the PUnd.
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EARNINGS
IN THE FT
Readers of the FTs London Share Sendee pages wS have started to

notice a capital N against the names of some companies.

The N symbol means that the version of the company's earnings used

In the FTs statistical calculations now foflows the headline earnings’

formula devised tv ® »*cornmitlBa of the Institute tor Investment

Management and Research {HMR) and proposed In draft form (sttn

subject to And review) in eaily March.

This formula represents a broad consensus on the 'single number1

that should be used lor UK companies' earnings under the Accounting

Standards Board’s Financial Reporting Standard 3.

The IIMR headline earnings formula emphasises a company's actual

activities during the reporting period, including those activities which

have been with the company only for pert of the period. Key features

are;

- All trading profta/tossas are included In the earnings number. Items

which are abnormal in size or nature are included but should be

flagged.

• Profits and tosses on the sale of fixed assets or of businesses

should be excluded. This does not apply to assets acquired tor

romto efirfi ng mariwtehte gncurifes-

• Profits’ and losses arising In activities dscantinued at some point in

the period, or In activities acquired at some point in the period,

should remain in the earnings figure. Costs of eliminating a

rfiscontinued operation, or of making an acquisition, are excluded.

Further information on the FTs treatment of earnings is avaflabte from

The Manager, FT Statistics, One Southwark Bridge, London SE1 9HL

TOTJfE HOLDERS OF WARRANTS

to subscribe for shores of common stock of

KEIYO CO., LTD.
(the “Company")

Issued in conjunction with the issue by the Company of

U.S. $100,000,000

4 per cent. Guaranteed Notes 1995

NOTICEOFADJUSTMENTSTOSUBSCRIPTION PRICE

Pursuant to dosses 3 and 4 of the Instrument dated ISdi July, 1901

under which the above described Warrants were issued, notice is

hereby divan that as ft result of the issues of ¥10,000.000,000

convertible bonds tine 2000 and DM 100,000,000 guaranteed bonds

1993/1997 with wartano of the Companyboth on 8th July, 1993 with

the initio] conversion price and subscription price per share of both

$2^25, being lessthan theapplied) le enrreut marketprioe per share

of ¥2.237. the Subscription Price of die above described Warrants

have been adjusted, in accordance with Clause 3 of the Instrument

with effect front 9th July. 1993 (Japan time),as follows:

Subscription Price before adjustment: ¥2.689.60

Subscription Price after adjustment: =¥2.687.90

KEIYO CO, LTD.
By.The Mitsubishi Bank. Linabcd

13thJuly. 1993 asPrincfral RayingAgent

A maverick takes to the golf course
EIE International’s president finds time to relax, says Robert Thomson

W hen Mr Harunori
Takahashi, president

of EIE International,

the Japanese property devel-
oper, heard that five leading

banks were planning to halt

their lending to his debt-ridden
company, he took the news
calmly. ‘Tm off to play golf,"

he is reported as saying.
At least Mr Takahashi has a

fine range of EIE International-

owned golf courses on which to
practise while the payments
mount on his company's debts,

conservatively estimated at
Y700bn ($6.38bn). But there
could be cause for nervous-
ness. The tough line being
taken by the banks may yet
mark a turning point in the
treatment of ailing companies
in post-bubble era Japan.
The action was initiated by

the Long-Term Credit Bank of

Japan, EIE International’s
main bank, which has about
Y190bn in loans to the com-
pany. about half of which
LTCB has categorised as bad.

LTCB wants to distance itself

from Mr Takahashi and his

approach to the property
empire's troubles.

Mr Takahashi was still confi-

dent last night that he would
find other banks to fund his

company, but with LTCB and
other past friends. Including
Mitsui Trust and Banking and
Mitsubishi Trust and Banking,
not willing to lend directly, it

will be difficult for him to raise

new funds in Japan.
At EIE's peak, Mr Takahashi

had a glittering array of trophy
properties. He owns a fleet of

luxury hotels including the
Beverly Wilshire in Beverly
Hills, and a floating hotel in

Vietnam. He also established a

private university in Queens-

land in tandem with Mr Alan
Bond, the failed Australian
entrepreneur.

The conflict between the

aggressive EIE International

and its banks is being played
out against a background of a
rising pile of non-performing
property loans. Japanese banks
were able to exploit interest

rate falls last year to boost

profits and write off a small
portion of their exposure, but
they face increasing difficulties

this year.

Officially, the country’s 11
leading commercial banks
have Y8.400bn in non-perform-
ing loans, but that figure is

unofficially estimated to be
about half the actual total The
banks generally do not include
"restructurings”, such as the

EIE case, where interest rates

are shaved to almost zero, or

the problem loans of finance

company affiliates.

J
apanese banks, unlike

their US counterparts, are

generally determined to

deal with their problem loans
over the longer term, avoiding
the embarrassment of
short-term losses. This strat-

egy, mildly criticised by the
Bank of Japan, restricts the
banks' lending ability and
encourages them to pass on
the charges to more solidly

based clients.

But, in the case of EIE Inter-

national, the banks have
decided that enough is enough,
although LTCB still plans to

support some individual pro-

jects, Including Bond Univer-

sity and the vast Sanctuary

Harunori Takahashi: difficult

to raise new funds in Japan

Cove resort in Queensland. A
statement from the bank
issued in Australia said that it

"wishes both projects to carry

on without interruption'’.

The bank has also indicated

that it will not necessarily
abandon the debt-burdened
shipping and resort affiliate,

Sea-Cam, listed on the second

section of the Tokyo exchange,
in which EIE International has
a 45.7 per cent stake, or the

affiliated over-thecounter elec-

tronics company, Electronic

and Industrial Enterprises.
Trading in both stocks was
suspended yesterday.

The timing of the banks'
retreat is linked to unsuccess-
ful attempts to renegotiate a
restructuring package negoti-

ated two years ago, when the

EIE group's debts were esti-

mated at Yl.OOObn. LTCB says

that it was interested in put-

ting together a new package,
but could not reach agreement

with Mr Takahashi and had to

stop fresh lending.

Apart from cutting interest

rates and pumping in enough
funds to keep the company
afloat, LTCB had provided EIE

with five senior managers who
were supposed to work in tan-

dem with Mr Takahashi. The
five were given new assign-

ments at LTCB yesterday.

“We could not agree with

EIE on the restructuring and
have decided to end our sup-

port. We just could not go on
providing funds the way things

were going LTCB said. "We
are taking this action because
we want to show that we are
finmiriany sound.”
However, an EIE manager

said the bank wants to dis-

tance itself from the company,
but would be unable to aban-

don It entirely. He said LTCB
had become annoyed because
creditors were going to the

bank before they called on the

developer to collect their debts.

"I think we will be okay. Mr
Takahashi is still confident.

Today he gave us a rundown of

the long-term business plans
for the companies, so I don’t
think he is very worried. We
are relaxed," the EIE manager
said.

It is unclear whether LTCB
and the other banks will be as
prepared to pull the plug on
more mainstream clients who
have heavy exposure to the

stock and property markets.
The decision is easier in the
case of EIE since it is not
linked to the large Japanese
corporate families, and because

Mr Takahashi himself is seen
as something of a corporate
maverick.

Alt of these securities /laving been sold, this announcement appears as a matter of record only.
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Incorporated
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Ladenburg, Thalmann & Co. Inc

McDonald Sc Company
Securities, Inc.

Legg Mason Wood Walker
Incorporated

Ragen MacKenzie Raymond James & Associates, Inc.
Incorporated

Stephens Inc. Sutro& Co. Incorporated

Robert W. Baird & Co.
Incorporated

Cowen & Company

Furman Selz
Incorporated

Janney Montgomery Scott Inc

CJ. Lawrence Inc

Neuberger& Berman

UH. Alton & Company Black & Company, Inc.

The Seidler Companies
Incoiporated

Wheat First Butcher& Singer
Capital Markets

Brean Murray, Foster Securities Inc

Parker/Hunter
Incorporated

Pennsylvania Merchant Group Ltd Van Kasper & Company
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French debt prices hold the line amid currency battle
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By Peter John In London and
Patrick Harveraon in Now York

MILITARY analogies were
back in fashion yesterday as
the European bond markets
watched the French franc

plunge through key support
levels against the D-Mark.

But while the currency
appeared to retreat in tatters,

French government debt prices

held the line and even
advanced throughout the day.

Speculators sold the French
currency down to FFr3.4ISO
against the D-Mark yesterday

morning, backed off and then
returned in the afternoon to

take it down to within a cen-

time of its floor in the Euro-

pean exchange rate mecha-
nism.

In the meantime, the Ger-

man finance minister Mr Theo
Waigel bad offered verbal sup-

port and the Bundesbank said

it had intervened to support
the franc.

The Banque de France was
conspicuous by its silence but
it did attempt to stem the tide

by draining liquidity from the

system at its weekly repo.

The central bank only pro-

vided the commercial banks
with FFrlObn against their

demand for FFr70hn. The ratio-

nale according to one econo-

mist was that the banks would
have to use their available

funds to deal with their daily

commitments and would have
less spare cash to sell in the

international currency mar-
kets.

“The big guns are in place,

the trenches have been dug
and if it can hold on until the

summer recess, France should

be clear until the autumn,"
said one bond trader yesterday.

That view found support in

the bond market which held

firm throughout the day. The
September futures contract
traded on the MaUf slipped a
little in early trading but
recovered its losses to close

firmer at 119.78.

There was support also from

GOVERNMENT
BONDS

consumer prices data for June,
showing a year-on-year rise of

between 1.9 per cent and 2 per
cent, while the oversubscrip-

tion for the BaUadur privatisa-

tion bond was interpreted as
allowing the government more
funds to stimulate the flagging

economy.
Also, overseas investors had

already piled out of the French
market at the end of last week
and domestic bonds received

some support from short cover-

ing.
Finally

,
there was a feeling

that the government was com-
mitted to lower interest rates

and to maintaining at the very
least a dual central role within
theERM.

GERMAN government
bonds performed against initial

expectations, sliding gently on
low volume as the D-Mark
remained under pressure
against the dollar.

Traders said that, as with
the franc, foreign investors had
already adjusted their funds by
the end of last week and there

was nothing to focus on.

The market is now concen-
trating on the possibility of an
easing at Wednesday's repo,

which was carried out last

week at 7.3 per cent
More importantly, they are

looking towards Thursday's
Bundesbank council meeting
and the prospect of a further

cut in the floor lending rate.

Investors snap up Y150bn
Eurobond offer from Italy
By Sara Webb

THE Republic of Italy took
another step forward in its

International borrowing cam-
paign yesterday with the

launch of a Yl50bn, 10-year

Eurobond issue.

Dealers said the issue
was snapped up by institu-

tional investors, many of
whom were keen on the rela-

tively high coupon and wanted
to get Into long-dated yen-de-

nominated bonds ahead of a
possible interest rate cut.

There is plenty of specula-

tion that the Bank of

Japan may ease soon, even
though the official discount

rate is already at 2.5 per
cent, and some investors
appear to be looking for fur-

ther appreciation of the yen
against the US dollar, dealers

said.

Italy, which has an Al/AA
credit rating, last tapped the

INTERNATIONAL
BONDS

Euroyen sector in 1987 with a
Y150bn issue that matured last

year.

Yesterday’s deal was priced

to yield 72 basis points over the

widely-followed No 145 JGB
(which has a nine-year matu-
rity), or 62 basis points over

the No 157 government bond
which has a 10-year maturity.

Nomura, the lead manager,
said the bonds traded up
from the re-offer price of

99.474 to 99.50-99.52 by late

afternoon.

Other dealers said the cou-

pon of 5.125 per cent was seen

as attractive by investors, giv-

ing a yield of 5.2 per cent at the

issue price.

The lead manager looked at
comparable long-dated Euro-

yen issues from Spain and Fin-

land when pricing Italy's bond
- these borrowers have nine-

year issues trading at yield

spreads of 52 basis points and
62 basis points respectively

over the JGB.
Among the handful of new

issues in the international
bond market, a Eurolira offer-

ing from UBS Finance raised

some eyebrows because of its

aggressive pricing.

UBS Finance launched a

the discount rate, which is at

6.75 per cent, parity with the
French intervention rate.

THE rise and rise of UK
gilts continued to surprise and
astonish the London market
yesterday.
Apart from slightly encour-

aging data on inflation there

was nothing to galvanise the
market but maturities at the
long end of the yield curve
powered ahead again with 25-

year maturities up half a point
on Friday's dose.

SWEDISH government bond
investors were diverted by an
SKr6.5bn auction of 10-year

and six-year government
bonds.
The 10-year bond was rela-

tively well covered at 1.62

times achieving an average
accepted bid price of 112.02 and
a yield of 839 per cent The
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Coupon Data

asm oam
a.ooa rare

7500 12/03

a.ooo osao

.

000 05/98
8600 04/03

.

750 CWP3

11.600 03AB

4.900 06/99
6.600 03/02

7.000 02/03

10300 06/02

7330 03/98
. aooo 06/03

0300 10818

ftayi 02/Q3
7.125 02/23

6300 04/03

London closing. ’denotes Naw York mortem
t Groat annual yWd (toduttig aitthhoMng ta

Prtses US. UK In 32nds, odiea n etebmte

six-year maturity was also

tightly bid but traders said the

cover of L45 times was disap-

pointing.

E US Treasury prices finned

slightly at the long end of the
maturity range yesterday as
the market traded quietly

ahead of this week’s important
Iwflatinn data.

By midday the benchmark
30-year government bond was
up % at 106$, yielding 6.625 per

cent At the short end of the

market, the two-year note was

NEW INTERNATIONAL BOND ISSUES

Amount Coupon Pries Maturity Fsss
m. % %

Spread Book runnar
bp

100 Jun.1997 Samusl Montagu & Co.

500 7 97.12H Jtl2002 0675R *66 (8fci%-0Z) Crtdt Lyomao

150bn 5.125 99.474R JuL2003 0-32SR *72 <SV4%-02) Nomura International

I5bn 2.1258 100 Sep3000 26 Nfcho Europe
’

ZSObn 935 986R Aug3000 06B ’ - Dauttche Bank London

70 1.125 100 JuL19B7 - - Daiwa Sacs. BaricfSvataJ

L250bn. seven-year bond
with a coupon of 9.25 per cent
- the lowest coupon seen so far

this year in the Eurolira sec-

tor. which has only recently

grown accustomed to the idea

of coupons below 10 per cent.

At the re-offer price of 99.50.

investors obtained a yield of

9.351 per cent, which is seen as

far less generous than the yield

on recent triple-A issues such
as the EBRD’s latest deal
Deutsche Bank London,

which is joint lead for the issue

with UBS, admitted that “not

every bank is pleased with the

price".

However, it claimed that
with the joint leads' very
strong retail network, the
deal would be placed
“almost entirely" with retail

investors.
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Steady stream of

commitments to

Spanish facility
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unchanged at 100&, to yield

3357 percent
Business was subdued

throughout the morning for

two reasons. First, many trad-

ers were absent from the mar-
ket attending the annual Pub-
lic Securities Association golf

event in New Jersey.

Second, participants were
reluctant to commit funds to

the market ahead of today's
release of the June producer
prices data and tomorrow’s
release of the consumer prices

figures.

By Sara Webb

THE Kingdom of Spain's

Ecu4bn borrowing facility,

hailed as the largest financing

to be put together by a Euro-

pean government this year, is

“drawing a steady stream of

commitments from banks .

according to bankers Involved

in the deal.

The three-year, multi-cur-

rency revolving credit facility

is being arranged by NatWest

Capital Markets and has been

described as fairly aggressive

in its pricing.

The Kingdom of Spain,

which has a double A credit

rating, will be paying a margin

of 7.5 basis points over the

London interbank offered rate

(Libor) in addition to an
annual facility fee of 5 basis

points, to be paid irrespective

of whether the facility is

drawn or not
The participation fees (the

fees paid to a participating
hank) are understood to be in

the region of 7 basis points for

Ecu300m, 5 basis points for

Ecul50m, and 3 basis points for

Ecu75m.

NatWest Capital Markets

points out that the terms on

Spain's loan are higher than

those commanded by the UK,

which last September set up an

emergency funding programme

aimed at helping to support

sterling in the foreign

exchange market. The UK is a

triple-A rated borrower.

The UK Treasury's EculObn

funding programme consisted

of an Ecu5bn three-year multi-

currency revolving credit facil-

ity with a margin of 9.375 basis

points over Libor. There was a

commitment fee of 5 basis

points, which applied if the

facility was not drawn, and a

front-end fee of 3.125 basis

points.
.

•

The Kingdom of Spain s deal

Is not intended for currency

support, but as a means of

establishing long-term liquid-

ity.

The facility has already been

fully underwritten by a group

of banks consisting of ABN-
Amro Bank, Banco Bilbao Viz-

caya, Citibank. Dresdner Bank,

National Westminster Bank,

Societe GSnerale, and Sumi-

tomo Bank.

Borrower m. % % bp
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Japan eases curbs on

foreign borrowers
JAPAN’S Ministry of Finance

has eased restrictions on Euro-

yen bond issues by foreigners

and overseas bond issues by

Japanese companies, Reuter

reports from Tokyo.

An MoF official said the der-

egulation will allow foreign

governments and institutions

without a credit rating to issue

Euroyen bonds.
He said the requirements

were scrapped as foreigners

wishing to tap the Euroyen
bond market tended to

receive a credit rating auto-

matically.

The MoF will also allow Jap-

anese corporations to issue for-

eign bonds overseas under a
programme through which
issuers can launch bonds
quickly up to a certain

ceiling whenever conditions

are favourable, the official

said.

This is expected to shorten

the time that it will take to

issue foreign bonds from the

current 20 days to three days

and at the same time reduce

the costs of documentation.

But the MoF will leave in

place rules that require issuers

to present a statement of each

bond issue to the ministry, he

said. The system will be useful

for firms that often raise funds

outside Japan.
The MoF official said there

were not so many firms hoping

to use the new system, but that

there was some demand.
Up to now, overseas subsid-

iaries of Japanese firms have
been allowed only to issue

bonds abroad under a medium-
term notes programme.

Cornnonwealth Bank Australia
CaminouweulUi Bank ! Austrata
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U.S. $72,750,000

Undated Floating Rate Notes

exchangeable into Dated Floating Rate Notes
and

U.S. $227,250,000

Floating Rate Dated Notes due 13th July 1998
exchangeable into Undated Floating Rate Notes

Interest Rate

Undated Notes 3.65% perannum

FT GUIDE TO WORLD CURRENCIES

Dated Notes

InterestPeriod

InterestAmountdue
13thJanuary1994

Undated Notes
per U.S. S 10,000 Note
per U.S. 6250,000 Note
Dated Notes
perU.S. 6 10,000 Note
per U.S.S250.000 Note

3.65% perannum
{UBOR3.SO%+O.15%)

3.50% perannum
(LIBOR 3.50%)

13th July 1993to butexcluding
13th January 1994

U.S. 6186.56
U.S. 54,663.89

US.S17&89
U.S.SW2.22

Credit Suisse First Boston Limited
Agent

U.S. $50,000,000

foTMUiaCHWCHK veUtt»AMIINiAimKN01IW1 .l*CH*ffr

Floating Rate Subordinated Notes due 1995
In accordance with the provisions of the Notes, notice le hereby given
that for the Interest Period from July 13, 1G93, to January 13, 1994 the
Notes will carry on Interest rate of 5% per annum. The Interest
payable on the relevant interest payment date,Januaryia, 1894 will be
U.S. $127.78 per U.S. Sfi.OOQ Note.

By. The Chase Manhattan Bank, NA.
London, AgentBank

July 13. 1993
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Monday Mr 12. 1983

U.S. $500,000,000A National Westminster Bank
(Incorporated In England with ttmited UabiSty)

Primary Capital FRNs (SERIES "A”)

In accordance with the provisions of the Notes, notice Is hereby

K* in that for the six months Interest period from July 13. 1993 to

uary 13, 1994 the Notes wIR cany an Interest Rate of 3.6875%
per annum. The Interest payable on the relevant interest payment
date. January 13. 1994 against Coupon No. 17 will be U.S.
SI .884.72 end U.S. S168.47 respectively for Notes in denomlnetiona
of U.S. $100,000 and U.S. SlbioOO.

By: The Chase Manhattan Bank, N.A
London, Agent Bank

July 13, 1893

U.S. 8160,000,000

QFirst Interstate ft'imvvfi

Rooting Rate Notes Duo 1934

httaranRat*

InHraai Parfod

3.7% par annum

Imaraal Pariod 12th July 1B93
13th January 1894

Inuraat Amount par
U.S. aitXUJQO Now
dua 12th January 1984 UA 81AB1.11

I'rvdlt Halm flnl Iran l.lfndid

Book JAL Economy and
you're in

C ' ,U your "earosl IAL off 'ce ,or del <:lils of upgrades available throuph
JAL. Mileage Bank Europe.

irM
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FT-ACTUARIES FIXED INTEREST INDICES

TRADITIONAL OPTIONS
• Fust Deafings July 12
• Last Deafings July 23
• Last Declarations Oct 14
• For settlement Oct 25
3-morrtfi call rate Indications are
shown In Saturday editions.
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FT-SE ACTUARIES INDICES

The FT-5S 100, PT-SS Mid 260 and FT-SE Actuaries 350 tantieme and iho FT-SE Actuarial
Industry Baskets are by The Internattonal Slack Rrrhangr of the Untied Kingdom
and Republic or Ireland MmiN-H o The bUonational Slock Exchange of the United Kingdom
and HepnbBc of Ireland i*"H«i tSKl AO rights reserved.

The FT-AchrariM AU-Sbxre Indira b mirutawd by The Financial Times limited in caqlunc-

iton with the iwmttnh. of Actuarial and the Faculty at Actuaries, o The Financial Times
limited 1993. All rights resorted.
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industry and the FT-Actuaries All-Store Index am members or the FT-SE Actuaries
Sure IhiIIm series which are wi™i«i»4 In accordance with a standard set <d ground rules

eeuMlahed fty The financial Timed Limited and London Stock Exchange fa conjunction with
the Instimw of Aetnaries and lbs Faculty of Actuaries.

"FT-SE" and “Ftoonde* are Jtrini trade marks and service marks of the London Stock
Exchange and The Financial Times limiiid
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Morgan Grenfell’s strong

Morgan Grenfell GmbH is the German subsidiary of Morgan Grenfell,

connections and international capability make it the most active adviser on German Mergers and Acquisitions

MORGAN
GRENFELL
Morgan Grenfell GmbH

Bockenh.eim.er Landstrasse 42, 60323 Frankfort am Main, Germany

Telephone (+49) 69 17 00 81 0, Fax (+49) 69 17 00 81 - 18

This advatisaaeai has been approved by Morgtm Grenfell SlCo. limited, ij member ofSFA.
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Menzies ‘a step more than

satisfactory’ with £30m
By Peter Pearse

RESULTS of John Menzies for

the year to May 1 were "just

that step more than satisfac-

tory”, Mr Ranald Noel-Paton,

group managing director oE the

retail and wholesale group,

said yesterday.
Pre-tax profits under FRS 3

jumped 85 per cent from
£30.7m to £l6.6m, reflecting

heavy restructuring -costs a
year earlier. Mr Noel-Paton
said pre-tax profits from con-

tinuing operations under previ-

ous accounting standards grew
at a more modest 17 per cent to

£30.lm (£25.7m). Turnover was
£1.17bn (£l.lbn).

Distribution services drove

the profits advance with a rise

from £18.5m to £20.9m at the

operating level on turnover
ahead at £768.Im (£705^m). Mr
Noel-Paton expected the MM

C

investigation into news whole-

saling to be published about
September.

Sales volumes and profits fell

at TBD hugely because of poor

demand for music. Total Book
Distribution, now folded into

TBD, saw book sales rise 10 per

cent. On a like-for-like basis

Universal Office Supplies lifted

sales 12 per cent, though
including the acquired RMG
they rose 22-23 per cent.

Operating profits ' on the
retailing side slid to £ll.lm
<£LL3m) on increased turnover
of £375.7m (£356.2m). Here
progress at Early Learning
Centre, where sales were up 12

per cent and profits "almost in
proportion to sales’', was offset

by a "slight” profits foil and 3.5

per cent sales growth at John
Menzies Retail.

Mr Noel-Paton said the 156

non-confectionery/tobac-
co/newspapers and non-station

bookstall outlets in the 274-

strong chain were to be
revamped away from a general-

ist to a multi-specialist
approach.
Cash flow was a bright point,

enabling borrowings to be
reduced by £16m to about £Sm,
said Mr Noel-Paton. Conse-
quently interest charges tum-
bled to £1.9m (£4.1m).

FRS 3 earnings leaped to

35-3p (15.5p) and continuing
earnings to 34.6p (28.4p) per
share. The annual dividend is

lifted to 10.8p <10p) with
a 7p final.

• COMMENT
Thought of as solid, rather

than adventurous, Menzies'
management has at last

grasped the nettle at JM Retail,

Installing a new managing
director with a brief to give it

an identity on the high street

To help with this, capital

expenditure is expected to rise

from £i5.5m this time to £20m.
However, the chain operates in

a dull market - especially

newspapers and music - and
the scope for improvement
may be narrow, the wholesale
side remains impressive, illus-

trated by the - admittedly
acquisition-driven - 20 per
cent sales growth at UOS in a
tricky market The unknown
quantity is the outcome and
fall-out of the MMC report,

though it’s likely to be neutral

or worse. Assuming about
£32m pre-tax pencilled in for

the current year, the group is

on a prospective p/e of 135.

The shares are near the sector

rating and perhaps have run
ahead of themselves.

Ellis & Everard declines 3%
and warns of price pressure
By Roland Rudd

ELLIS & Everard, the

chemicals distributor, yester-

day warned of continuing pres-

sure on prices as it announced
a 3 per cent fall in pre-tax prof-

its for the year to April 30.

Mr Peter Wood, chief execu-

tive, said; “There is a lot of

pressure on pricing which is in

the hands of the manufactur-
ers."

Profits fell from £12.6m -

before exceptional losses of

£9.6m - to £12.2m after reduc-

tion and rationalisation costs

of £i.4m (£lm). Group sales

rose to £394.6m (£383.4m).

The departure of the former

chairman Mr Michael Marshall

accounted for £350.000 of the

costs; the rest was divided

between redundancy payments
- 300 jobs were shed - and
rationalisation expenses.

Turnover in the UK

increased to £1455m (£133.lm)

and operating profit was up 1

per cent to £9.6m.

In the US, sales rose from
$339.7m to $352.4m (£235m) and
operating profit increased by

13 per cent to $9.9m as the

number of operating sites was
cut by 7 to 30.

European sales fell to £33.3m

(£40.3m) showing breakeven at

the operating level The pool

division, which makes and sup-

plies accessories and chemicals

for swimming pools, was still

in loss. The Spanish operation

also recorded a loss and was
merged with Cat, a Spanish
distributor.

Borrowing remain static at

£9.tm, representing 13 per cent

of shareholders' funds.

Earnings per share fell to

10.3p (11 .5p adjusted for the
exceptional items). The final

dividend is maintained at 45p,
making an unchanged 7.06p.

• COMMENT
The price recovery longed for

by Ellis & Everard is unlikely

to materialise in the short
term. US chemical prices,

which fell by a further 5 per

cent over the last year, show
no signs of improvement. As a
distributor the company can
only look on as the manufac-
turers battle it out At least

volume gains suggest that cus-

tomers and suppliers are mak-
ing increasing use of distribu-

tors. By facing up to a number
of problems nearer to home,
such as the loss-making pool

side and the Spanish operation,

it will be in a stronger position

to produce better figures next

year. Analysts expect frill year

pre-tax profits of £K5m, which
put the shares - down 2p to

209p - on a prospective multi-

ple of 17.4. That still looks too
demanding against the market
sector average of 14.5.

Smith’s
creditors

mount
challenge
By Peggy HoRinger

CREDITORS of Mr Clive
Smith, file Midlands entrepre-

neur who recently avoided
bankruptcy after incurring
debts of more than £20m, are

mounting a challenge to the

individual voluntary arrange-

ment which allows him to
repay just 8.i3p in the
pound.
Their appeal will be based

on a clause in the insolvency

act which allows court inter-

vention if material irregulari-

ties at or in relation to a
creditors meeting could be
proved. The hearing is set for

August.
The challenge follows the

creditors' meeting last month
at which a majority of the debt

was -froted in favour of Mr
Smith's proposals. However,
disputing creditors are
thought to be raising ques-
tions over the validity of debt

claims from an offshore com-
pany linked to an associate of

Mr Smith.
Richard Pearce & Sons, a

Hong Kong-based company
with an Irish address, is Mr
Smith’s largest creditor, with
ftiflims of £12.3in. Mr Kelvin

Myles, who shares the same
Irish address and has managed
many of Mr Smith’s offshore

interests, has refused to iden-

tify Richard Pearce's owners
to other creditors.

At the creditors meeting last

month Mr Smith denied he
had any connection to Richard
Pearce. The proxy vote in

favour of the IVA was cast by
Mr Graham Wilson, Mr
Smith's insolvency practitio-

ner. Mr Wilson, who was
arrested last year on suspicion

of defrauding creditors in an
insolvency procedure, is cur-

rently on police bail awaiting

possible charges.

Mr Smith’s creditors include

the Inland Revenue, owed
£15, Soriete Bancaire de Paris,

£1.5m, and accountants Moore
Stevens with £199,935. Credi-

tors also include Mr Robert
Pollock, the former chairman
of Alpine Doable Glazing,
whose mortgage was guaran-
teed by Mr Smith's family
vehicle, Finchley Invest-
ments.

Virgin claims BA incentives unfair
85 ........ customer ... to react! fa) taipt." Mr Bra

By Daniel Green

MR RICHARD Branson, chairman of

Virgih Atlantic Airways, yesterday

accused British Airways of more dirty

tricks, mtfluding offering unfair incentives

to travel agents to push BA at the expense

of other carriers.

Mr Branson has complamsd toflieElw

pean Commission, alleging that BA offers

Eree corporations and travel aS0n^,
fln^'

cial incentives which contravene EC CO

^mefaSel agency staff are Mmetimj

encouraged to offer products winch are

Sitherthe best quality nor value for their

customer ... to reach (aJ taiget," Mr Bran-

Sfsaid. Upon achievingjUtut the

agent would he paid a kick back.

.

BA said it would not be appropriate to

comment It was “not aware of the details

nf the allegations, nor have we been coll-

ected * the EC”. The compfeiifi to the

EC follows a series of actions by Virgin.

Dirty tricks cloud the horizon
Daniel Green on the issues raising a storm

L ORD KING of Wartnaby
will have a front row
seat today to see Sir

Colin Marshall, his successor

as chairman of British Air-

ways, defend the airline pub-

licly against allegations of

“dirty tricks" on Virgin Atlan-

tic Airways.
In his first British Airways

annnal meeting as merely a
VIP he will expect a spirited

performance from his protege.

He should not be disap-

pointed. Sir Colin will make
his account of the Virgin affair

a central plank of his speech to

the 1,000-plus shareholders

crammed into London's Barbi-

can Centre.

But Sir Colin’s task will not

be made easier by some care-

fully planned questions from
the floor. The company has
received questions from more
than 2,000 shareholders, one
third of which relate to the Vir-

gin affair.

Although BA has already
apologised to Virgin for the

campaign, which involved the

misuse of computer informa-

tion on Virgin’s passengers -

and paid £600.000 to the airline

- it faces further legal action

in the UK and Brussels.

BA’s board has denied
involvement in this misuse of

passenger information, which
was said to have been carried

out by junior staff.

However its position may be
attacked by questions from Mr
Brian Basham, who was
sacked at the start of the year

as public relations adviser to

British Airways for his part in

the dirty tricks campaign.

Mr Basham has submitted
four questions to be answered
at the annual meeting. In a let-

ter to Sir Colin detailing the

questions, he says: “it remains

entirely implausible to

me . . . that you could not have

known" of the misuse of com-

puter data.

Mf ~Raqham fras sent COpiBS

of this letter to institutional

investors in the airline and
outlined further charges
against ffir Colin.

Such accusations are likely

to distract from what should

have been a triumphant debut

for the new chairman.
While almost every airline in

the world has struggled

against recession and overca-

pacity, the past year has seen

BA consolidate its position as

the western world's most prof-

itable airline. Sir Colin has

taken advantage of this finan-

cial strength to push ahead
with a plan to create the

world’s first global airline.

Since the last annual meet-

ing. BA has taken a £198m
stake in USAir, and paid £304m
for per cent of Qantas, the

Australian carrier. It has
bought into TAT, the French
regional carrier, into Delta, a
German airline, nn«i taken over

the loss-making operations of

Dan-Air, tire UK carrier based

at London's Gatwick airport

To pay for it all, BA success-

fully raised £442m from its

shareholders in a rights issue.

On the industrial relations

front fiie mmpany has over-

come strikes by some of its

staff with apparently little last-

ing damage.

Sir Colin has also begun to

impose his own personality on
the business shaped by Lord
King

,
who took it from a medi-

ocre state-owned enterprise

into one admired by the

world’s airline entrepreneurs.

Since Lord King left the

board in March, allowing Sir

Colin to move up from chief

executive, two new indepen-

dent non-executive directors

Sir Colin Marshall: spirited performance expected

have been appointed. They are

Baroness O’Cathain, the man-
aging director of the Barbican

Centre, and Mr Charles
Mackay, chief executive of

Inchcape.

With these changes, the Brit-

ish Airways that Lord King
constructed during his IZ years

in power is beginning to

change.
But one feature of the com-

pany that may not be so easy

to alter is the liveliness, even

rowdiness, of the airline's

annual meetings.

Lard King thrived in those

meetings, becoming known for

his brusque and often witty

control of questioners.

The quieter Sir Colin may
have cause today to search for

a similar fund of stage

skills.

Spring Ram chief awaits fate Dunedin launches Japan trust

By Andrew Bolger

The fate of Mr Bill Rooney,
chairman and chief executive

of Spring Ram, is likely to be
decided at a board meeting of

the bathroom and kitchens
group tomorrow
Prudential Corporation, the

group's biggest institutional

shareholder, wants to see the

departure of Mr Rooney, who
yesterday returned early from
a holiday in Barbados to fight

for his future in the company,
which he co-founded.

Sources close to the com-
pany suggested that the other

executive directors would not

wish to work with an imposed
chairman, but the Prudential

seems confident that its views
wifi, prevail.

Spring Ram’s shares yester-

day closed 5Vip higher at 54p,

well below last year’s peak of

181p.

The shares have collapsed

because of three profits

warnings in eight months,
the most recent a fortnight

ago.

By Scheherazade Daneshkhu

Dunedin Fund Managers
yesterday launched, via a plac-

ing and offer for subscription,

a new closed-end Japanese
investment trust which hopes
to raise up to £40m.
Dunedin Japan Investment

Trust, which will invest for

long term capital growth in

Japanese companies, is issuing

up to 8m units. Each comprises
5 shares with one warrant
attached at 500p per unit Each
warrant will carry the right to

subscribe for one share in any
September from 1995 to 1999 at

lOOp per share.

The sponsors, UBS. has
arranged a placing of 256m
units; the remaining units are

available for public subscrip-

tion. It had succeeded in plac-

ing £l45m with institutions.

For the first five years of the

trust’s life, Dunedin will

donate 35 per cent of its 1 per
cent annual management fee

to Bamardos, the charity. Min-
imum subscription for the offer

which closes on July 23 is £250.

Sema sells stake in subsidiary
SEMA GROUP. the
Anglo-French computing ser-

vices company which is quoted
in London, has sold a 24.5 per
cent interest in Sema Group
Facilities Management, its UK-
based outsourcing arm, to FT
LIS - a wholly owned subsid-

iary of France Telecom - for

£8.77m.

The sale is being arranged
through the creation of a UK
joint venture company in

which Sema and FT LIS
will have equal shares and
which will own 49 per cent of

SGFM.
Sema, which has built up a

strong position in the fast

expanding UK market for facil-

ities management, will retain

ownership of 755 per cent of
the subsidiary.

The facilities management
operations made pre-tax profits

of £3.7m in the year to end-De-

DIVIDENDS ANNOUNCED
Cones - Total Total

Current Dale of ponding for last

payment payment dividend year year

Barr (AG) -int 1.75 Aug 13 1.75 . 6.5
Border TV§ —

.

fin 2 Oct 11 1.6 3.3 2.7
Daejan fin 15 Oct 1 13 27 25
Datepak Foods fin 4.5 • Oct 1 AS S 6
EUis & Everard fin 4.8 Oct 15 AS 7.05 7.05
Low & Bonar ~—int Z3\ Oct 4 2.7 - 8.1

Menzies (John) fin 7 Oct 29 6.4 108 10
Merchants Trust*—Int 2.65 Aug 27 2SS 10.6
MR fin 2.5 Oct 1 Oct 1 3.75 -

Reject Shop — —fin 1 Nov 9 2.1 1.5 3-15
Tomkins ~An 4545f Oct 7 4.06* 6.35 5.67*

DWWends shown pence per share net except where otherwise stated.
'Adjusted for scrip Issue. tOn Increased capttaL §USM stock. ftHrst Interim.

cember and had net assets of

£2.61m.

The move was welcomed in
the market yesterday where
Serna's share price gained I0p
to close at 37Zp. Sema said it

will use the proceeds of the
sale for further development of
its activities.

The UK joint venture repre-

sents the latest in -a growing
number of links between Sema,
which wants to expand its

communications related
operations, and the French
telecommunications group,
which is eager to develop its

international business.
In October FT US acquired

an indirect stake in Sema after
it established a joint venture
company with Paribas to hold
the French bank’s 39 per cent
shareholding in Sema. France
Telecom owns a 49.9 per cent
stake in the holding company.
Following that agreement Mr

Charles Rozmaryn, head of
France Telecom, and Mr
Michel Huet, head of FT LIS.
joined the Sema board.

Disposal gives

boost to Daejan
Bolstered by a £2.53m smpins
on the disposal of a subsidiary,

pre-tax profits of Daejan Hold-
ings, the property group, rose

by £2An to £l6.7m in the year
to end-March.
Gross income for the year

increased from £22.lm to

£23m, and at the operating
level profits from continuing
operations improved to £18.5m
against £18J2m.
The accounts have been

prepared on an FRS 3

basis.

The Interest charge rose to

£5.06m (&L35m) and tax took
£3.5m (£5.32m).

The company said that the
UK investment portfolio had
been professionally valued at
the year-end and the resultant
decrease of £l.im had been
incorporated into the
accounts.

A final dividend of 15p (13p)
is proposed for a 27p (25p)
total. . .

The dividend Is three times
covered by earnings per share
of 81p.

Tomkins keeps earnings promise
By Richard Gouriay

TOMKINS, which reported
pre-tax profits up 29 per cent to
£l7lm yesterday, has always
said Us aim is to produce
above average increases in
earnings per share.
Yesterday, on cue, it showed

a 4 per cent rise compared with
a UK average decrease of 3.8
per cent and, for good measure,
a 21 per cent lift in the divi-

dend, compared with a UK
average fall of 7.6 per cent
But rather than welcome the

news, the market promptly
clipped 5 per cent off the share
price.

For some time Mr Greg
Hutchings, chief executive, has
been able to rely on his back
record and exhortations to
“trust us".

While this record has indeed

been impressive, investors who
dipped deep in their pockets to

fund the £S38m RHM acquisi-
tion appear disappointed they
have been given so little

ammunition with which to
judge for themselves Tomkins’

prospects - at RHM and at the
existing businesses.
The first disappointment

revolves around Tomkins' fail-

ure to produce a figure for fair

market adjustments at RHM,
seven months after the com-
pany was acquired.
Mr Ian Duncan, finance

director, provided half an
answer yesterday. While prais-
ing the calibre of the accoun-
tants at RHM; he said the
reporting systems were inade-
quate. The extent of the fair

value provisions will, in any
case, be resolved with six
weeks when the accounts are

published.

Nor has Tomkins set down
any milestones in the reorgani-
sation of RHM, against which
the outside world can judge Mr
Hutchings and his team. Ana-
lysts said this might be a
result of caution, but when a
business is as closely followed
as the milling and baking
industry is in the UK, the
absence of a clearly spelled out
strategy for reorganisation is
likely to lead to unease.
At the operational level in

the existing businesses, the
company is little more specific
about the last year or pros-
pects.

Operating margins in the
non-RHM business slipped
slightly to 9 per cent last year
with margins down in three of
the four divisions. Fluid con-
trols, services to industry and

professional, garden and lei-

sure produets saw reduced
margins.
Margins were under pressure

in the UK and the US to vary-
ing degrees, and Tom king said
it has seen no strong evidence
yet of a recovery of industrial
or consumer confidence.
The industrial products divi-

sion improved margins from a
strong base on strongly
increased sales - up 23 per
cent - as the group benefited
from operational gearing born
of investing in low cost produc-
tion during the recession.
Mr Hutchings has Identified

nis main product as rmanHal
performance. With the share
price under some pressure,
holders are sending a clear sig-
nal that they want to know
more about how that perfor-
mance is to be achieved.
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Low & Bonar advances 21%
By Paid Taylor

'

LOW & Bonar, the inter-
national packaging and materi-
als group, yesterday reported a
21 per cent increase in interim
profttei reflecting improved
operating margins following a
restructuring programme.
.
Tke Dundee-based group,

which has also made two sig-
nificant acquisitions in the UK
carton sector in recent months
funded by a £50.2tn rights issue
in April, reported pre-tax prof-
its of £143m for the six months
lo May 31, up from £UAn a
year earlier.

Turnover improved 13 per
cent to £171.im CElsim),
boosted by the acquisitions,
which added £4.87m, and by
currency translation move-
ments.. Sales volumes were flat
An interim dividend of 2.9p

BAA may
redevelop

US airports
By Daniel Green

BAA, the UK airport operator,
is in talks with several large
US airports including Chica-
go’s O’Hare, the world’s busi-
est, and New York’s JFK, over
redeveloping the airports.

The company wants to take
' an equity stake in an airport
or buy a lease on a terminal. A
deal could be signed in the sec-
ond half of 1994.

The move would extend
BAA’s presence in North
America beyond Pittsburgh
Airport where last October it

opened a £4m shopping malL
Since then, the average

amount spent by a passenger
at the airport has more than
doubled to $6 (£4) and BAA
sees the project as a success.

The company is only in talks

with international airports.
That is where its experience

lies and where it can build

lucrative doty free shops.

The Pittsburgh project has
also served to introduce UK
retailers such as WH Smith to

US airports and US retailers to

the UK. TGI Friday's, a US res-

taurant chain, now has an out-

let at BAA’s Heathrow Air-

port

(2.7p) is payable from earnings
per share ahead 14 per cent to
10-22p (&94p restated).
Mr Jim Leng, who took over

as chief executive last year,
said Hie improvement in earn-’
ings had been delivered "in
tough market conditions, par-
ticularly on the Continent.”
Group operating profits

increased by 28 per cent to
£16.3m (£i2.8m). including
£867.000 attributed to acquisi-
tions. Currency movements
accounted for a further £lm of
the gain, although strong cur-
rencies adversely affected a
number of the group’s Conti-
nental businesses. Overall mar-
gins increased from 8.6 per
cent to 9.9 per cent
European profits rose by 20

per cent to £13.2m (£10.9m)
with Bonar Cereal Packaging,
acquired from Kellogg in April,

making "an encouraging” first
contribution. The UK now
amounts for nearly two thirds
of European profits.

European margins improved
from 10.6 per cent to 11.2 per
cent helped by a continuing
cost reduction programme.
North American profits rose

by 68 per cent from rasm to
£3.7m following a restructuring
programme begun in the sec-
ond half of last year which
helped lift margins from 4.4 per
cent to 7 per cent
The higher operating profits

were partly offset by
interest charges of £2.02m
(£1 .24m) reflecting arqnigrtinn

payments made in May last
year. Following the rights
issue at the end of April net
borrowings fell to £l8m (£37m),
equivalent to gearing of 12.2
per cent

• COMMENT
The new management team is

beginning to deliver the mar-
gin and profit improvements
that Low & Bonar needed.
Costs, including the head-
count. are being cut and the
North American operations
have been turned around. The
acquisition last month of CMB
Carton Systems for £17.35m
has introduced leading packag-
ing systems technology into
the carton division which is

now underpinned by a five-

year supply contract with Kell-

oggAnalysts were raising their
profit forecasts yesterday and
profits before tax could reach

£31m this year, producing
earnings of 20Ap per share and
a prospective multiple of 16.6.

The share price has been
rising, but could still go
higher.

AG Barr hit by sugar price
By Catherine MiKon

AG BARR, the soft drinks
company which bills its best
known product as being mar?A
In Scotland from girders, was
hit by high sugar prices in the
half year to May 1 and pre-tax
profits fell from £3.05m to
£2.1m.

Mr Robin Barr, chairman of
the company which mafcas Ira-

Bru and Tizer, said that by
February 1993 the foil in the
value of the Green Pound, fol-

lowing the UK’s departure
from the ERM in September,
resulted In an 28 per cent

increase in the price of
sugar.

He said the decline in profits

was exacerbated because com-
parative figures included a
£409.000 surplus on the sale of
the investment in Taverners, a
confectionery company.
Group turnover fell to £42m

(£42.4m), an increase in sal**? of
Barr’s brands being offset by a
decrease of retailers' own label

products.

Mr Barr said turnover in the
nine weeks since May 1 had
been well below last year,
when the weather was excep-
tionally favourable. The "bet-

ter spell of weather" recently
was encouraging, he added.
Operating profits fell to

£2.49m (£3J27m) and interest

charges dropped to £389,000
(£624.000).

Mr Barr said: "We borrowed
less money. We did borrow
money from the bank some
five years ago to fund an acqui-

sition. We are always cash gen-
erative each year and we have
gradually paid the bank
loan.”

The interim dividend is

maintained at l.75p payable
from reduced earnings of 7.67p

(10.74p) per share.

Debt precludes dividends at Lep
By Andrew Bolger

LEP GROUP, the freight

forwarding and security com-
pany, said that its heavy debt
burden effectively precluded
any prospect of a return to div-

idend payments in the foresee-

able future.

Mr David James, the com-
pany doctor appointed chair-
man when Lep was last year
restructured by its banks,
also told yesterday's AGM that

a rights issue was not an
option.

He said: "The most logical

alternative is that the board
will seek to develop, as best as
possible, the vitality of the
core subsidiaries in order that

they themselves may, at some
future date, be divested from
the group to realise their
value."

Lep may float off all or part

of the equity in core businesses

to reduce its debt of £385m.
Mr James said £143m of the
debt was wholly used as
working capital in the remain-
ing trading subsidiaries. The
balance of £242m was within
the parent company and
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FINSBURY SMALLER COMPANIES TRUST PLC
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Placing and Open Offer to

Ordinary Shareholders

of'C' Ordinary Shares and Open Offer to

Zero Dividend Preference Shareholders

of 'O Preference Shares

to raise £W million before expenses

The 'C Ordinary Shares and 'C* Preference Shares convert inro

new Ordinary and new Zero Dividend Preference Shares

.-l ttlkorised and ft?

be authorised*

£ Number

7.500/100 7.500.000

625,000 2,500.000

Share Capital

'C* Ordinary Shares

'C Preference Shares

Mxxumun Issued and to

be issuedfidlypdd up

£ Number

7,500,000 7,500,000

625,000 2300.000
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mainly reflected past losses

incurred in closed or divested

activities.

Mr James believed the stage

was set for recovery of the
group, but the timing would
depend on a lifting of recess-

ionary conditions in continen-

tal Europe.

“The performance of our
company in the east has been
excellent and there has been a
strong recovery in North
America. The recessionary con-

ditions in Europe remain much
more severe than many politi-

cians would admit"

Exceptional
slow growth
at Border
BORDER Television, the
Carlisle-based ITV company,
reported profits of £L25m pre-

tax for the 12 months to April

30 - a rise of just over 2 per
cent on the comparable £l-22m.

Turnover fen from £11.8m to

Him.

Friendly
HOTELS PLC+

RESULTS IN BRIEF

TURNOVER
PROFIT BEFORE TAX
EARNINGS PER SHARE (fully diluted)

DIVIDENDS

19 9 2
RESULTS

1992

£000

29,603

2,536

11.4p

5.7p

• As difficult trading conditions
persisted throughout the year, the profit achieved reflects

^£l=Prfo4in«, and thefind dividend has been increued by 6S.

• By Annum. 1993. the Group will he opr.nling 25 hotels with over _60O rooms and IS

. w™d£s^"lnn is now operational end sites for further Stop Inns have been

Sntified. A number of Friendly Hotels already operating will be converted to

.
progression should resume in 1993.

’It pays to stay Friendly'

MeJvyn Bragg; expectation of

reel growth in second half

The outcome, however, was
struck after exceptional
charges of £501,000 related to

redundancies; profits at the
operating level showed a 44 per
cent jump to £L75m.
Mr Melvyn Bragg, chairman,

said that while the early weeks
of the current year matched
the previous period, “there are

signs that the economy has
stabilised which leads to an
expectation of real growth in

the second half”.

A recommended final divi-

dend of 2p brings the total for

the year to 3^p (2.7p), covered

ARMOUR TRUST’S newly
formed subsidiary, Jenolite, is

purchasing certain assets and
the name and goodwill of
Lacro from Lacro interna-

tional, part of the Satra Group.
Lacro comprises a range of car

care products.

BARLO GROUP has received

acceptances to its open offer in

respect of 25.71m new ordinary

shares, which together with
7.56m placed firm by Goodbody
Corporate Finance, represents

95.06 per cent of issue. The
remaining shares have been
taken up by investors under
the terms of the placing.

CAIRN ENERGY shareholders

have approved the issue by
Cairn Energy USA (CEUSA) of

4.75m new shares of common

Avonmore
buys Dairy
Crest arm
for £20m
By Maggie Unry

AVONMORE FOODS, the Irish

dairy and meat group, has
moved into fifth place in the
UK liquid milk market with
the £20.5m purchase of two

I
dairies and 32 distribution
depots from Dairy Crest, the
milk and dairy products side

of the Ifllk Marketing Board.
The dairies are in Birming-

ham and Hereford, and mainly

supply doorstep deliveries.

Avonmore is already strong in
Birmingham and the West
Midlands and has a sizeable
business with supermarkets in

the area. It also wants to
expand in the sooth.
Dairy Crest is reconfiguring

its miDc capacity as a result of
the falling volume of milk sold
on doorsteps and the shift to

producing for supermarkets. It

has also completed its sale to
Unigate of Marshfield Dairy in
Cardiff.

Mr Pat O’Neill, Avonmore
group managing director, said
tbe changes to the UK milk
industry, which will taka place
next year when the MMB is

abolished, presented Avon-
more with an opportunity to
use skills developed in Ireland
where the industry has been
deregulated for over a century.

The acquisition will give
Avonmore an extra 39m gal-

lons of liquid milk volume,
taking its total to over 85m
gallons, or 7 pm* cent of tbe
UK liquid milk market
Avonmore also boys milk

for cheese manufacture, and.
with the liquid milk, wiD buy
a total of 130m gallons a year.

Tbe businesses Avonmore Is

baying have net assets of
£19.7m, and make amumi sales

of £87m and pre-tax profits of
£4.6m. Avonmore is paying
£10m on completion with a
further £10.5m next January.
Mr O’Neill said the group’s
cash flow would cover the con-

sideration without raising
gearing, currently 65 per cent
Avonmore said the integra-

tion of two dairies in Wiltshire
and Hampshire acquired last

November was proceeding to

plan.

Avonmore shares rose 7p to

I50p.

2.5 times by earnings of &3p
(7.6p).

Seafield gearing

up for battle

Mr Brian Chilver, chairman of

Seafield, the Dublin-based
transport, warehousing and
property group, has empha-
sised tbe board’s Intentions to

defeat the proposals by Water-
glade International.

“We have a dear strategy for

growth and during the next
few weeks we will tell our
shareholders why they should
support the board", he said.

Waterglade wants an
extraordinary meeting, yet to

be fixed, to seek the removal
from the Seafield board of Mr
Chilver, Mr David Burke, and
Mr David Stacey. In their

places it proposes Mr David
Cunningham, Mr Thomas
Megas, Mr Peter Voller, and Mr
David Grove, all directors of

Waterglade.
Mr Chilver felt “very uneasy

at these underhanded attempts

to gain control of companies
without making a cash bid
“Waterglade's directors

should be clear - Seafield will

be no push over”.

Lyons buys German
biscuit manufacturer

Lyons, the food manufacturing
operation of Allied-Lyons, has
bought A Krombach, a German
biscuit maker.
The move forms part of

Lyons' strategy of expanding
in continental Europe and
gives the company its first food

manufacturing base in Ger-
many.
Krombach will become part

of Lyons Continental Bakeries,

which currently operates 10

factories in Benelux and
France. The consideration is

not material in relation to

Allied-Lyons' assets.

Dalepak reduced to £2.2m

after second half setback
By Maggie Uny

FIERCE competition in the

food industry, higher meat
prices and teething troubles

with a new freezer plant hit

profits of Dalepak, the frozen

foods and ready meals maker.
At the pre-tax level they

dropped from £3.93m to £2 21m
over the year to April 30.

In the second half pre-tax

profits fell from £2.2m to

£600,000, after £L6m (£L7m) for
the opening period

The group warned in March
that profits would be signifi-

cantly below market expecta-
tions at that time, but indi-

cated that the dividend would
be maintained.
Yesterday that promise was

kept with the recommendation
of a 4.5p final to give an
unchanged total of 6p. With
earnings per share down from

23.01p to 13p, the dividend is

still covered 12 times.

Maigins were affected in the

second half by “substantial
increases in meat raw material

prices” triggered by sterling's

devaluation last September.
Those higher costs could
not be fully recovered
through increased selling
prices.

Dalepak did not say how
much delays in commissioning
the new freezing plant had
cost.

The shares have fallen from
a peak of 383p in January,
when the interim profits were
announced, making Dalepak
one of the worst performers in
the market to the first half of
the year. Yesterday the shares

fell again, closing at 193p.
down 12p.

Sales rose 4 per cent to
£422m, but the financial year

Monarch sees upturn

from Revemin plant
By Kenneth Gooding

MR MICHAEL Beckett, chair-

man of Monarch Resources,
the London-quoted gold com-
pany with activities in Vene-
zuela. told the annual meeting
that the Revemin processing
plant, which suffered a loss of

$1.84m (£1.22m) last year,
would return to “significant

profitability” after a new hard-

rock crushing plant began
operating next month.
Mr Anthony Ciali, chief exec-

utive, said later that Monarch
hail located at its nanaima con-

cession 75,000 tonnes of hard
rock containing 9.7 grama a
tonne, enough to keep
Revemin going for a year, and
for the first time Monarch
would “be in charge of its

own destiny for feed for

Revemin."
A special task force had been

established to identify more
high-grade, hard rock feed

resources for Revemin from
the group's concession
hniHinga and from third par-

ties.

Mr Beckett said he expected

the second call of the recent

rights issue to be fully taken

NEWS DIGEST

Aviva Petroleum
$11.5m placing

Aviva Petroleum, the Dallas-

based oil and gas exploration

and production company, has

completed a 12.9m common
share placing at 95 cents per

share with a group of US insti-

tutions and private investors,

to raise $U.5m (£7.6m).

Aviva also reported that Eco-
petrol, the Colombian national

oil company, has declared the

Mary and ifiraflor fields to be
commercial and therefore will

contribute 50 per cent of the

costs of developing and placing

these fields on production.

The company expects to

develop the two fields during

2993 and 1994 and to have a
pipeline system in place by the

middle of next year.

Aviva said that the Miraflor

North No 1 exploration well

reached a total depth of 6,040

ft, and production casing has
been set

Halved outcome
at Optometries

Optometries saw pre-tax profits

halved in the year ended
March 31, from 3200,000 to

3103.000 (£89,640).

Mr Frank Denton, chairman
of this USM-traded company,
said the year was one of invest-

ment for growth. Significant

resources were committed to

the acquisition of new technol-

ogies, product development
and publishing of new cata-

logues. Operating expenses
were up to 3l.07m (3858,000)

against sales virtually
unchanged at $3£8m.
The measures taken were

beginning to impact positively.

“We look forward to a strong

first hair, Mr Denton
said.

First quarter shipments were
“comfortably ahead” but
orders booked were running

COMPANY NEWS IN BRIEF

stock and for Cairn to sell up
to lm existing shares in

CEUSA
DICKIE (JAMES) has acquired

Striker Engineering for

£165.000, satisfied by the issue

of new shares at 52J2p each.

EXCALIBER GROUP subsid-

iary, Mibert Precision, has

broadened its gear-making
capabilities by purchasing

MTS. a local grinding com-

pany. MTS will become part of

Spencer Gears, one of Mibert's

divisions.

FERRARI’S rights issue taken

up by 25.7 per cent Some 39

per cent of the issue had been

placed and the balance of 1.4m

shares sold in the market
FIRST SPANISH Investment

Trust has received tenders for

13.14m units (46.4 per cent) of

lJ5p (gross) per unit convert-

ible unsecured loan stock 1997

for repurchase.

FORTE has a 96.5 per cent

holding in French catering

company, Corela, after its pub-

lic bid. Corela, which runs

motorway catering facilities,

was formerly owned by Accor

Unit Compagnie Internationale

Des Waguns-Lit Et Du Tour-

isme, which sold its controlling

stake to Forte last December.

JERSEY ELECTRICITY is pay-

ing interim dividend of 13p
(I2p). Pre-tax profit half year

ended April 27 1993 was £3.22m
(£&37m). Electricity sales 246m
units (236.6m).

LYNX HOLDINGS has received

applications for 28.13 per cent

up. The 20p a unit second
Instalment, due by July 30,

involved holders paying a total

of 66p a share compared with a
recent market price of
180p.

This $lOm net would help
finance the La Camorra gold

mine, development of which
was under budget and alidad of
schedule.

He recalled that the mine,
set to start up in June next
year, would be one of the
world’s lowest-cost gold pro-
ducers with cash costs pre-

dicted to be 3115 a troy
ounce.

With projected annual out-

put of 86,000 tonnes for four

years. La Camorra would gen-

erate a great deal of cash - for

a company of Monarch's size -

to be used for further projects

in Venezuela and, possibly,

Mexico and North America.

Mr Ciali said Monarch's
exploration expenditure would
remain relatively high this

year at about $2.5m and be con-

centrated mainly in the La
Camorra area, where there was
a good chance of more ore
being discovered to lengthen
the life of the mine.

more than 40 per cent over a
year ago.

Earnings per share came
through at 0.7 cents <1.4 cents).

Fleming Geared
shows decrease

Fleming Geared Income &
Assets Investment Trust
reported a net asset value of

260.9p per share at May 31,

against 278.5p a year earlier.

The fully diluted figure

dropped from 250.2p to

236.7p.

Net revenue slipped from
£3.31m to £3.01m and earnings

per share were 7.77p (10.65p).

Dividends totalling 7.6p (same)
have already been paid for the

period.

Equity Consort
asset expansion

Over the 12 months to April 30

net asset value per ordinary
share at Equity Consort Invest-

ment Trust rose from 618^p to

6S2.7p.

For tbe deferred shares tbe
value increased from £10.36 to

£11.05.

Net income came to £1.46m
(£l.52m) and led to earnings of

25.73p (26-38p) for the ordinary
and 41.86p <43.76p) for the
deferred.

The final dividend is L3.5p

for a total of 24.5625p

(24.1875P).
'

Ensor deficit

down to £2.96m

Ensor Holdings, the USM-
traded building materials
group, reported losses of
£2.96m over tbe 12 months to

March 31.

The outcome, which com-
pared with a deficit of £3.03m
in the previous year, came on
turnover of £35Rm (£46.7m) of
which just £13^m (£13.8m)

of the shares in the recent
open offer balance taken up by
sub-underwriters.
MOWLEM (JOHN) Construc-
tion is to purchase Noreast
Building Management, the

Government owned PSA Build-
ing Management Organisation,

for £8m, to be paid in deferred

instalments. The agreement
with the secretary of state for

the environment also contains
provisions for the department
to pay up to an agreed figure

for any redundancy payments
which might arise within the

five years after the acquisition.

SOUTHEND PROPERTY says
applications from sharehold-
ers, together with stock placed
firm, total £l2.im (50.48 per
cent of the amount offered).

covered 53 weeks and on a
comparable 52-week basis they

were 2 per cent higher. In fro-

zen meat grill steaks, where
Dalepak is the market leader,

sales were slightly up, but in

vegetable products there was a
fall, despite a 17 per cent

growth in the market
Trading profits fell from

£356m to £2.48m. with margins

down from 9.7 to 5.9 per cent
Interest rose from £33,000 to

£268,000 reflecting a two-year
£7^tn capital expenditure pro-

gramme.
The group said trading con-

ditions remained difficult,

although meat prices bad sta-

bilised. New products had been
introduced and tbe completion
of the new plant should bring
cost savings.

Gearing at tbe year end was
just below 40 per cent (23 per
cent).

Reject Shop
shows 49%
decline
THE REJECT Shop announced
a profits fall of 49 per cent and
a dividend cot of 52 per cent
for 1992-93, and warned that
trading circmnstances sur-

rounding its sector were likely

to continue into 1994.

The company felt that its

market, consisting of 18-35

year old customers predomi-
nantly from the south-east,

had been more affected by
recession than others.

For the year to March 21,

pretax profit came to £346,000

(£652,000) and earnings per

share worked through at 2.52p

(4.47p). The final dividend is

cut to lp for a total of 1.5p

(3.15p).

Turnover rose to £22m
(£20.7m) through new store
openings. Action had been
taken to market more posi-

tively the company's products

with the introduction of a fur-

niture catalogue and other ini-

tiatives.

There had been some growth
in London, a substantial

increase in sales of some furni-

ture ranges, and a higher take
up of credit.

related to continuing
operations, and was struck
after a loss of El^lm on the

disposal of discontinued
operations. Losses at the trad-

ing level increased from
£489.000 to £897.000.

Losses per share worked
through at 24p (23-5p).

Lightship losses

cut to £316,000

Lightship, the financial ser-

vices group, cut pre-tax losses

from £415,000 to £316,000 in the

half year to December 31.

Losses per share were down
from 7.49p to 5.69p.

Directors said the recon-

struction and other material

events being worked on would
be passed to shareholders as

soon as possible.

Against the loss was charged
£411.000 (£835,000) for excep-

tional items and £455,000

(£1.73m) interest payable.

Continuing operations made
a profit of £530,000 (£1.19m)

before exceptional and inter-

est

Downturn at French
arm hits Kingfisher

Shares in Kingfisher fell Up to

589p yesterday as Darty, tbe

UK retailing group's recently

acquired French electrical

retailing subsidiary,
announced a 0.5 per cent
decline in sales in the nine
months to May 31.

Darty, which has some 130

stores throughout France,
reported that sales for the
period had fallen from
FFr6.63bn to FFr6.59bn
(£758m).
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Canada accuses EC over lumber ban
By Bernard Simon in Toronto

THE EUROPEAN Community
has banned imports of most
kinds of untreated' softwood
lumber from Canada to protect

European forests from a micro-

scopic but voracious pest
known, as the pinewood nema-
tode. The ban, which was for-

mally notified to EC members
last Friday and takes effect on
Aug 15, has blown up into the
most bitter current trade dis-

pute between Canada and the

EC. While EC officials regard

the new rules as a plant-health

precaution, Canada sees them
as a trade barrier.

The Canadians accuse the
EC of over-reacting to the nem-
atode threat, thereby endanger-

L ATIN AMERICAN
banana producers have
offered an olive branch

to their Caribbean neighbours,

saying they want to prevent

the increasingly strident
debate over access to the Euro-
pean Community market from
becoming a banana war.
The Caribbeans have

grabbed at the opportunity for

dialogue and have invited the

Latin Americans to a meeting
of trade ministers, likely to be
held in St Lucia later this

month, to discuss the banana
market, amid Caribbean hopes
that the arguments can be
resolved without damage to
the Islands' exports and their

fragile economies.
The appeal for conciliation

was made by Mr Rafael Calde-

ron, the president of Costa
Rica, to the Caribbean Commu-
nity (Caricoml. when he
addressed the community's
annual summit meeting. Costa
Rica is not a member of the

community but is seeking
observer status.

“We should resolve this dia-

logue without a banana war,"

Mr Calderon said after speak-

ing to tbe Caribbean leaders.

“The fight for just relations

with Europe must continue,
but there should not be a
south-south fight. We back
preferences for Caribbean
bananas, but we do not want
the EC to lower the quantities

now exported by Latin Amer-
ica to the EC.”
The community's leaders

immediately issued the invita-

tion to the Latin Americans to

attend this month's ministerial

meeting- “There is a glimmer
of hope in the Costa Rican
statement that a banana war
should be avoided," said Mr
John Compton, the prime min-
ister of St Lucia, one of the

four islands of the Windward
group whose economies are
heavily dependent on bananas.
At the heart of the dispute is

ing the livelihood ofmany saw-
mill workers in the provinces

of Nova Scotia, New Bruns-
wick and British Columbia.
The Canadian high commis-
sion in London has already
made several direct representa-

tions to UK prime minister Mr
John Major, asking for the ban
to be relayed. The ban affects

the bulk of Canada's C$500m-a-
year (£265m) exports of
untreated lumber to EC states,

of which C$35Qm is shipped to

the UK. Under the new rules,

all fianarfian lumber exports to

Europe, with the exception of

cedar, must be either kiln-dried

or heat-treated.

EC member states agreed
earlier this year to allow an
exemption for non-pine species

the new EC banana import
regime that took effect at the

start of this month, which
imposes a 2m-tonnes-a-year
quota for Latin American fruit

Shipments within the quota
attract a duty of EculOO
(£77.60) a tonne while for
imports above this level the
duty Is Ecu850 a tonne. Carib-

bean and other traditional sup-
pliers, such as those in Africa,

will have tariff-free access for

the remainder of the EC's
needs, about 1.5m tonnes a
year.

The Latin Americans, who
are the more cost-efficient pro-

ducers, wanted an open market
but traditional suppliers to the

EC, mainly African and Carib-

bean countries, said that with-

out protection their industries,

and some economies, would be
destroyed. Following the
recent failure of Germany and
the Benelux countries to have
the new import regime over-

turned by the European court,

the continuing dispute now
hinges on attempts by the
Latin Americans to have a
panel of the General Agree-
ment on Tariffs and Trade
declare the regime untenable.

The immediate concern of
the Latin Americans, who
shipped 2.4m tonnes of

until October 1. But the com-
mission's plant-health commit-
tee revoked the exemption late

last month after UK authori-

ties discovered the wood-bor-
ing insects that carry the nem-
atode in two shipments of
lumber from Canada.
The nematode has devas-

tated large tracts of pine forest

in Japan, and Canada has
acknowledged that pine
exports should be heat-treated

or dried.

But Ottawa disputes scien-

tific evidence supporting the
EC’s case for treating other
species, such as hemlock,
spruce and fir. The EC is

unwilling to take the risk of
relaxing the ban, but has
offered to cooperate in further

bananas to the EC last year,

appears to be what to do with
the 400,000 tonnes they will not
now be able to ship. Latin
American official have said

they will lose about US$lhn in

export earnings over the next
two years.

“The new European regime
means lower prices for
bananas sold to the United
States,” said Mr Calderon. “If

Latin America has 400.000

tonnes left over after it is

allowed to sell its quota to the
European market, and this

goes to the US market, then
that will affect the price of the

fruit which Latin America sells

to the United States.”

M r Compton main-
tained that the
Caribbean producers,

and others in the African,
Caribbean and Pacific group of
countries, which has a trade

treaty with the EC, were under
attack from the Gatt, the Latin

American producers and the

US companies involved in the
T-atin American banana indus-

try. He said there were already

signs of increasing quantities

of “dollar" bananas as the
Latin American supplies are
called, in the European
market, and that that was

scientific studies.

The Canadians are con-
cerned that the ban will put
their 'timber at a competitive
disadvantage to Scandinavian
supplies. Canadian mills will

be forced to spend substantial -

amounts to install wins or
heat-treating facilities.

The Canadian argument frag

an ironic twist. In that
resource industries have for
years been urged to put more
emphasis on adding value to

commodity exports. But by
heating or drying their lumber,
the Canadian mills fppe being
excluded from the large mar-
ket for cheap, untreated lum-
ber used, for instance, for
cement moulds on construc-
tion sites.

depressing prices.

Caribbean producers have
tried, with no apparent suc-

cess, to recruit the support of

the US in the debate over the
allocation of market shares.
The mood in the region is

somewhat bitter. Mr Edwin
Carrington, the secretary gen-

eral of Caricom, said there was
“concern” in the region over
the position of “friendly coun-

tries” such as the US that
favoured the Latin American
arguments.
The region is clearly not con-

vinced by statements made in
Washington a fortnight before

the summit by Ms Donna Hri-
nak, the US deputy assistant

secretary for Inter American
Affairs, that the US had not

taken sides and was not sup-

porting Latin Americans pro-

ducers to the detriment of
tfrnsfl fo fiie Caribbean.

“The EC banana regime is

inconsistent with the obliga-

tion which Gatt members have,

and inconsistent with what we
hope will be the outcome of the

Uruguay Round which, when
completed, will benefit all trad-

ing partners,” she said. US offi-

cials at the Caricom summit
said Washington’s position had
not changed.
Mr Calderon forecast "vic-

tory” for the Latin Americans
in their effort to win enough
support at the Gatt and "mor-

ally oblige the Europeans to

negotiate with us, although it

is not our intention to harm, in

any way whatsoever, the
exports of Caribbean coun-
tries.”

“There is no doubt that we
in the Caribbean support open
trade and fully support the
objectives of the Uruguay
Round in GATT," countered

Mr P.J. Patterson, Jamaica's
prime minister. “Yet, we must
find the right balance that

allows small exporters to find

security in traditional mar-
kets."

Oil price up
on Iraq/UN
deadlock
By Deborah Hargreaves

NORTH SEA oil prices rase 30
cents after news of deadlock in

the United Nations/Iraq oil

talks in New York over the

weekend saw some traders
taking positions in tbe market
early yesterday. But as the

talks resumed in tbe afternoon
uncertainty over the outcome
reasserted itself and trading
dried up.
North Sea Brent crude for

August delivery rose to $1&9Q
a barrel - still close to an 18-

month low, but with traders

more optimistic about the
price outlook.

Although the UN’s difficul-

ties with Iraq over weapons
inspections are separate from
the oil talks, the conflict over
the weekend led many traders

to Increase the odds against

Iraqi exports.

Baghdad most agree to
allow UN officials to monitor
the distribution of food and
medical aid purchased with
the proceeds of the $1.6bn oil

sales under discussion. The
details of the monitoring pro-

cedure have not been dis-

cussed and the talks are
believed to have made little

progress.
The ofi market will still be

subject to increased volatility

while the talk* are under way.
But analysts are increasingly

seeing the market's reaction to

tbe talks as exaggerated.

"If the talks finish in com-
plete failure, I would expect to

see $1 a barrel - if not more -

added to the oil price pretty

rapidly," said Mr Geoff Pyne,

oil analyst at UBS.

Futures players

line up to trade

in Taiwan
TArWAN. PREPARING to

begin trade in foreign futures
contracts, had received appli-

cations from 11 foreign and 15

local companies to set op
futures brokerages when the

deadline for applications was
reached yesterday, reports

Reuter from Taipei.

The Securities and Exchange
Commission (SEC) said appli-

cations would be screened over

the next few months and trade

was expected to start in the
first half of 1994.

Taiwan, which at present
bans futures trading, plans to

legalise the industry as part of

efforts to internationalise its

financial markets and become
a regional financial centre.

The island already has a
flourishing underground
futures market in which about
100 houses are believed to be
generating total daily turn-

over of at least US$100m.

Olive branch offered in banana dispute
Canute James on a plan for Caribbean/Latin American peace talks

The Latin Americans are the more cost-efficient producers

rhina treats foot-and-mouth

outbreak as ‘state secret’
By Lynne O’Donnell in BeQing

THE CHINESE government is

treating as a “state secret"

widespread outbreaks of foot

and mouth disease on pig
farms in the country’s south

while infected meat is still

being sent to market
Agriculture officials have

confirmed outbreaks of epizo-

otic aphtfraft, which they refer

to as “disease number five”. In

Jiangsu, Guangdong and
Anhui provinces. One official

in the south-eastern city of

Suzhou in Jiangsu, refusing to

give details, would say only

that it was a “state secret”.

The disease is an. air-born

virus that, while not infecting

people who eat tbe meat of dis-

eased pigs, render sthe pork
unfit for human consumption.

A western agriculture expert

based in Beijing said it was
standard international proce-

dure to slaughter all infected

animals anti then Incinerate

their carcasses.

He said that once epizootic

aphthae made an appearance

among livestock, it spread rap-

idly and could be “very nasty".

He added that It could easily

be prevailed, with wide-rang-

ing anti-viral drugs not widely

used or in some cases even
available in China.
Pigs farmers in China's

south began slaughtering hogs

in large numbers about two
months ago, but there has been
no suggestion of localised quar-

antining or of preventing the

sale of the infected meat
Pork is by for the favourite

meat of the Chinese. Rising

affluence has led in recent

years to a drop in pork con-

sumption, though it still

fK*c*HTnts for more than 70 per

cent of all meat eaten in China-

Figures from the Ministry of

Agriculture show that last year

Phinn raised 380m pigs, 13.17m

in Guangdong and. 21.22m in

Anhui. Most of the country's

pork is produced in south-west-

ern fflchuan Province, which is

also China’s most populous.

There have been no reports so

for of any foot and mouth out-

breaks in Sichuan.

A veterinarian in Nantong
city on the Yangste River

north of the major port of

shanghai said the disease was

“no longer a serious problem

in Jiangsu Province". But he

sajd there were outbreaks in

Guangdong and Anhui prov-

inces, where substantial quan-

tities of pork are produced for

both domestic and export con-

sumption. Officials in both

those provinces denied the

existence of foot and mouth
disease on local pig forms.

The Nantong vet said "dis-

ease number five" usually

spread through southern pig

forms in early spring but pork

from infected animal* was sent

to market, as normal and as a
matter of course.

He said details were kept

secret because China was “not

a signatory to the relevant

international agreement that

bans the export and sale of

infected pork”. -

Most of the pork consumed

in the British colony of Hong

Kong and the nearby Portu-

guese enclave of Macau, both

of which border Guangdong
province, is imported from

rfoinfl. rhina also exports sig-

nificant quantities to the state

of the former Soviet Union arid

to North Korea, with smallw

amounts sold to Japan, Thai-

land, Singapore, the Nether-

lands, Germany, France and

Czechoslovakia. Last year

Hong Kong also imported 25m

kg of frozen Chinese pork.

On an average day; 7,686 live

pigs cross the Chinese border

into Hong Kong, 1.411 from

Guangdong. The colony s

health department says

imported pigs are routinely

inspected for foot and mouth

fl
jswasa, as well as other infec-

tious diseases and pest infesta-

tions. _
The colony’s veterinary offi-

cer said he had no knowledge

of people getting sick from eat

hag meat from pigs infected

with epizootic aphthae. “Meat

from animals with foot and

mouth disease, even acciden-

tally contaminated, rarely

cause disease in human
beings,” the health department

said. "There has not been any

case [of illness] reported

Indonesia’s withdrawal fro II

gas field talks may be tactical
By WHCam Keeling in Jakarta

THE INDONESIAN
government has withdrawn
from negotiations with Exxon
Corporation of the US over the

$20bn development of the
Natuna gas field in the South
China Sea. The move may,
however, only be a tactical

ploy with the field remaining
central to the future of Indon-

esia's liquefied natural gas
industry.

General Ida Bagus Sudjana,

tiie energy minister, told local

journalists of the surprise deci-

sion last week, whilst visiting

oil facilities in East Kaliman-
tan. He is reported to have
described Exxon’s proposal as
“inefficient and unprofitable to

Pertamina", the state-owned
oil and gas company. Exxon
has a 50 per cent stake in the

field with Pertamina holding

the remainder.

Pertamina has since con-

firmed the decision but an
Exxon official In Jakarta
denied negotiations were now
dead. “We are currently in con-

versations with Indonesia on
this matter,” he said.

The Natuna field has 40 tril-

lion (mfiiinn million) cubic feet

of proven and probable
reserves and could produce
14m tonnes of LNG a year,

worth about $2.4bn to Indon-

esia.

Divisions between the Gov-
ernment and Exxon apparently
centre on how production is

shared with both parties
Hpmanriing- more than half the

field’s output Government offi-

cials say lftrmn is also insist-

ing on a concessionary tax

regime and a sovereign guar-,

antee for its investment cover-

ing force mqjeure risk.

Industry officials believe the

two parties will end up back at

the negotiating table. While
the Government had earlier

warned it would consider other
partners, Exxon Is considered

one of only a few companies
with the expertise and capital

to develop the field.

Natuna's high cost stems
from the technical difficulties

in separating the natural gas

from an estimated 70 trillion

cu ft of carbon dioxide. The
field would take eight years to

bring on stream, entail more
than 700,000 tonnes of offshore

platforms said nearly 1,000 km
(620 miles) of pipelines.

The field's economics may be

marginal but industry officials

say Indonesia needs to develop

Natuna to maintain its domi-

nant position in the world's

LNG industry. The country
exported more than 22m
tonnes of LNG last year to

Japan. Taiwan and South
Korea but 12m tonnes was pro-

duced by Pertamlna’s Arun
plant in North Sumatra, where
reserves are running low.

New reserves have been
found in Kalimantan and the

completion of a sixth unit and
other improvements will boost

production at Pertamina’s
Badak plant in East Kaliman-
tan by 40 per cent to 14m
tonnes by 1995. Badak’s higher

output is unlikely, however, to

be sufficient to roll over
long-term export contracts,

which begin to expire in 1999.

WORLD COMMODITIES PRICES

MARKET REPORT
GOLD traders were divided

yesterday on the likely direction

of the market's next decisive move.
An early rise in reaction against

Friday's setback was capped by
profit-taking at $395 a troy ounce
and the price closed at $394.05
an ounce, up $1.30 on the day
but $5.45 below last week’s peak.
At the London Metal Exchange
the COPPER market continued

Friday’s retreat as profit-taking and
general liquidation weighed down
sentiment Expected support at

$1,950 a tonne failed to hold as
the three months delivery contract

slipped $46 to $1,937.50 a tonne.

ALUMINIUM prices lost further

London Markets
SPOT MARKETS

Crude ofi (per barrel FOSJCAug) or -

Dubai SI 458-453 +546
Brant Send (dated) SI 6.79-851 +057
Brent Blend (Aug) $1656456 4L36
W.TJ (1 pm est) $1654-857 +585

00 products

(NWE prompt delivery per tome OF + or-

FYemhsn GaaoSne SI97-196

Gas 0* S160-181 +1

Heavy Fuel 01 S80-62

Naphtha $169-171

Petroleum Argus Esttmaiei

outer + or -

Gold (per boy oof S39455 +15
SBver (per troy 02}* 5065c +3
Bsthurn (per boy «x$ S4Q&5Q +25
PBtadhxn (par troy oz) $136.75 -025

Copper (U3 Profluew) 815c -05
Lead (US Produced 3453c
Tin (Kuala Lunpur market) 1254m -OI
Tto (New Yocfr) 2335C -2

Znc (US Prfrne Western) 625 C

Cattle {tea wefghtf 13758p -151*
Sheep (tvs welulit)t» 10054p -263-

Hgs Rue vwjpnJT 8054p -454

7

London dafy sugar (raw) $268.7 45
London day sugar (white) *2745 -25
Tata aid Lyle export pHca £2925 -4

Earley (English teed) Unq
Mates (US No. 3 ysfion) £1685

Wheat (US Dak Northern) £1475u

Rubber (AuglV SS.OOp
Ruotwr (Spjf 5850p
Rubber (KL RSS No 1 JU) 2035m +1

Coconut cl <pHOppine$S S4655V
Pam Oi (Mstaystaift $37751 +6
Copra (PhflppinesHS Unq
Soyabeans (US) E212.0y +2
Cotton *A“ index 58.100 +155
Wbottope (64a Super) 352p

C a tonne unkiss otherwise stated. p-pencs/kg.
o-cenft/lb. Mtiggrt/hg. y-Jui/Aug. z-Aug-v-Sep/Oct
u-JU t-Oet/Dee x-Aug/Oct fLondon physic*. §C8=
Bpnwttm. 4 BUton market doss. m-Mriayrian
aMteAg-fSiaop prtcea am now An weight prices *

change from a week ego, provisional prices.

ground fbBowing the International

Primary Aluminium institute’s

announcement of a 50,000-tonne
rise in producer stocks in May,
which reinforced bearish pressure.

The three months price closed at

$1,217.50 a tonne, down $27 on
the day, taking It below the level

ruling two weeks ago when
Alumfnum Company of America
sparked an upturn with the

announcement of plans for

substantial production cuts. Dealers

said disappointment at the failure

of other producers to follow Alcoa’s
lead had eroded the constructive

impact of that move.
Compiled from Reuters

SUGAR-ua (Spar tome)

White Latest Previous HtyiAjow

Auo 56350 27350 27350 28350
Oct 25930 27050 26920 268-00

Dec 263.50 26850 26850 26350
Mar 263.10 27040 28850 282-10

May Z7050 27040 27050

White 3128 (1664) Paris- Write (R=r par tonn*

Aug 1686.83 Oct 195446

CRUOROO. S/benst

Latest Previous Ugh/low

Aug 1658 1855 1856 1851

Sap 1751 1850 17.10 1856
Oct 1722 1752 1726 17.15

Nor 17.40 1724 17/43 1758
Doc 1758 1758 1753 1753
Jan 17.74 1751 17.77 1758
Feb 1752 17.74 1752
IPE Index 1652 1854 1852

Turnover 26811 (40895)

OAS (XL - IPS Storms

Ctoee Previous Mffi/Low

vM 16050 15850 161.75 18050
Aug 16050 16855 18150 150.75

Sep 16150 169.76 16250 16150
Oct 163.75 182.76 18626 163.76

Nov 18850 186.00 18726 18650
Dec 108.75 16750 18026 18850
Jan 17050 16850 170.76 17050
Fab 1B9.75 16825 17050 17050
Mv 16850 10750 16950

TUmow 15608 (22681) lets of 100 tonnas

m
There was teas demand than of fees, reports

the Tea Brofesr*a Association. Landed beat
iqaoring East Africans ware very bregUv, turn-

ing easier by the dose while improved
madknm were Am, oSm sever* pence lower
v4th ptelneet Rejected. Ceyfcms came m for

mAed enquiry and lost 4 la 8p with broken*
we*. Offshore teas reoerved fair support but

at lower rates for aB descriptions. Quotations

purity IGSpAg, ram good medun 130pfltg.

medium lOSp/kg low medium 83p/kg. Die
M^iest price redtoed ttria week was i78p tor a
Rwanda pf.1.

COCOA -US EAonna

Ctoee Previous HtglYLow

JU 743 754 748 740

Sop 766 764 760 747

Deo 781 787 782 763
Mar 773 ns 775 768

May 763 7B8 7B3 773

Jul 791 796 793 788

Sep 801 et>* 800 799
Deo 814 818 619 816
Mar 632 828 833 825

Tkmover; 4863 (11130) lots of 10 tomes
ICCO Motor prices (SORs per tonne). Deiy price

tor JJ 9 78ft54 (757.10) 10 ctay average tor Jul 12
74A84 (73958)

com -ice Vtonne

Close PrcMous Hlgh/Low

JU 936 966 943 936
Sep 90S 981 97S 058
Nov 973 989 988 968
Jan 974 968 977 967
Mar 971 967 977 968

Turnover 1585 (3561) Ms of 5 tomes
ICO haSeator prices (LIS cents per powvfl tor JU B
Comp, dafy 5958 (5858) 16 day average 5858
(5658)

WTWOW-lca Etomo

Ctoee Previous Hghfljow

May 1035 1035 1025

Turnover 2 (74) tote ot 20 tomes.

SOYMMAL-LCa Etomo

Close Previous Wgh/Lcnv

dec -

Tbmov»r 0 (0) tots ot 20 tonnes.

FfaaOHT - LCS SlOfindax point

Ctoee Prmtova High/Low

JU 1280 1273 1280
Aug 1273 1263 1270
Sep 1285 1288 1285 1270
Nov 1355 1366

Apr 1423 1420
BFl 1378 1385

Turnover 22 (19^

fflUBK - LCS Ertormo

Wheat Ctoee Previous HgtYLovr

Nov 10850 10950 10650 10055
Jan 11T30 11150 11150 11150
Me 113.80 113.75 1132S
May 11556 118.10 11555 115.70

Barley Close Previous Hlgh/Low

Nor ioa.es 10759 107.16 10750
Jan 10955 10950 109.70 10925
Mar 11125 11123
May 11225 112.10

Turnover Wheel 141 (128). Barley 18 (57).

Turnover tote of 100 Tomes.

PWS-ICS (Cash Settlement) p/kg

Ctoee Previous rtglVLow

JU 1105 1105 1105
aub 1045 1035 1045
Oct 1055 1QBA 1065

Tixnoveria (Spots of 3560 kg

LONDON METAL BQCHAMB (Prtcea supplied by Amalgamated Meal Trading)

Chwe Previous Hgh/Low AM Official Kerb dose Open Merest

AtamMure. 89.7% purity (S per tonne) Total deay turnover 46586 tote

Cash 1193-94
3 momhs 1217-18

1221-2
1244-6 1239/1213

12044)45
1228-285 1217-18 231.122 tote

Capper, Grade A (S per toms) Total dsly turnover 62/MO tots

Cash 1926-27
3 months 1937-38

1973-6
1983-4

1839/1938
1960/1933

1937-38
1948-49

1036-37

244,750 tots

Lead (3 per tonne) Total dafly timw 3,123 tots

Cash 386-67
3 months 400-401

3965-9.6
412-3

3975
411/400

397-075
410-105 410-tit 24.029 lots

Nickel (S per tonne) Total ds3y turnover 10J40tots

Cash 5096-105
3 months 6150-65

5220-30
6276-80 5240/5166

5135-40
S200-205 5160-70 49505 Iota

Tin (S per tome) Total dafly tunover 1,206 Iota

Cash 505046
3 months 5100-05

6096-100
5150-80 6140/5065

5086-90
5130-31 5065-90 10725 lots

Zinc, Special High Grade (1 per tome) Total da»y turnover 33590 tots

Cash 957-69
3 months 97S-7S3

961-2
972-3 982/968

968-64
976-78 978-77 73588 tote

LME Cfeatog OS rata:

SPOT! 1.4780 3 months; 1.4681 6 months 1.4806 9 months; L4531

Capper end toed prices ere now atpreesed In doSara per tome

LONDON BULLION MARKET
Prices supplied by N M RothsctUd)

(Void (trey ot) $ price E eqirivteent

Ctoee 38350-39450
Opening 394.40-39450
Morning tlx 394^0 287.191

Afternoon fix 393-W 208.712

Day's high 39550-39650
Day's low 39250-39350

Loco Ldn Mem Odd Lenctetfl Rate* (Ve US3)

1 month
2 months
3 months

252
251
251

6 months 252
12 months 255

SBver fix pffioy 02 US CIS equlv

Spot 342.46 50650
3 months 34758 61056
8 months 35155 6145S
12 months 36150 523.45

Krugerrand 38450-39750 28650-26650
Mspie teal 40450-40650 -

New Sovereign 9350-9650 83504550

THAOS) OPTIONS

Ahaitttfum (99.7*) Me Puce

Soars price $ tome Sep Nov Sep Nov

122S 25 47 39 48
1250 77 38 64 59
127S 10 27 72 78

Copper (Grads A) Cats Puts

1900 69 109 50 72
1950 63 86 74 97
2000 43 84 104 128

Colts* Sep Nov Sep Nov

860 121 134 a 11
900 79 97 ii 24
960 45 66 27 43

Cocoa Sep Dec Sep Dec

725 44 63 14 27
7SO 29 48 2« 37
775 19 38 39 52

Brent Crude Aug Sep Aug Sep

1700 1 46 18 38
1750 2 22 56 64
1800 11 10 102

New York

GOLD 100 trey OZ4 Stray or.

Cwee Previous hOgrvLow

JU 3845 391.8 0 0
Aufl 3845 3923 3965 3B35
Sep 3955 3933 3963 3953
Oct 3875 394.4 3975 395.7
Dec 389.1 3964 399,7 397.7
Feb 4005 388.1 401.4 4002
Apr 402.7 3905 402.7 4015
Jun 40*5 4014 0 0
Aug 4063 4034 0 0

PLATINUM 50 troy os Srtroy ce.

Ctoee ftnvioua MgMXNr

JU 4084 404.0 0 0
Oct 411.4 408.1 4143 408.7
Jan 4113 4065 4143 4073
Apr 4115 407.1 4133 4073

SILVER 5500 troy oz; cents/troy oz.

Ctoee ftevtous H^vunv

JU 506U) 8003 5085 6033
Aug 507-2 5015 0 0
Sep 6025 5113 5045
Dec 5135 508.1 5183 6103
Jen 5144 508J 0 0
Mar 5184 513.1 6205 ST7.0
May 522.7 5173 S235 520.0
JU 5263 5205 0 0
Sep 5300 5243 5313 8305
Dec 838.7 6303 S385 5325

HIGH GRADE COPPER 25500 lbs centeflbs

Ctose Rentals HgMjOtr

JU 8550 8740 8050 8540
6S53 8755 6630 Asm

S«P 8020 8740 8730 85.75
Oct 8640 88.15 0 a
NW 6655 8840 0 0
Dec 6655 6846 8730 8840
Jon 8075 8845 B730 8730
Feb 8090 8850 83.70 83.70
Mar 87-06 8855 8745 8840
Apr 87.15 88.75 0 0

CRUDE OH. (UgiiQ 42500 US gals STOerrU

Latest Rwvtaus HtgMbw

Aaq 1847 1749 18.16 1745
Sep 1940 18.13 1&40 18.17
Oct 1858 1839 1850 1847
f*ov 18.75 iaeo 18.77 1837
Dec 1845 1840 1847 1848
Jan 19.13 1931 19.15 19.11
Feb 1946 19.14 1946 1940
Mar 1938 103d 1947 1944
Apr 1944 1842 1945 1942
May 1952 1940 1952 1949

6 price Eecpdvafcrt

HEATING OIL 42JM0 US gens, cents/US (

lata* Previous M01/LO*

Aug 5045 5049 51.70 5040
Sep 5145 5150 6240 5140
Oct 5245 52.62 53.05 5242
Nov 5345 83.74 54.20 6340
Dec 5335 54.86 5540 5440
Jan 5545 55.71 5620 56.75

Feb 56.35 5546 6640 5620
Mar 55.70 53.IB 95.75 6640
Apr 54.75 5441 54.75 54.75

May 53.75 5346 6420 5335

COCOA to tonnea3tonn«e

Ctosa Ruvtoua High/Low

JU 825 952 050 960
Sep 954 981 967 944
Dec 9B3 1007 997 975
Mar 1006 1029 1014 1002
May 1089 1050 1028 1026
JU 10*5 1072 1050 1045
Sep 1065 1093 1070 1060
Dec 1091 1119 1095 1091
Mar 1112 1140 0 0
May 1130 1158 0 0

COFTEE "Cf 375O0ftW centeffba

Ctose Previous Ugh/lorr

JU 6835 68.60 8920 68.75
Sep 6045 7020 8940 6860
Oeo 7140 7240 7230 7040
Mar 7430 7440 74.10 7320
May 7575 70.10 7540 7630
JU 7740 77.70 0 0
Sep 7848 7930 0 0
Dec 8225 8155 0 &

SUGAR WORLD “11- 112500 lbs; centVKa

Close Previous High/Low

Oct 934 1025 10.11 957
Us* 938 1030 1042 947
May 947 1042 1022 942
JU 9.88 10.17 10.11 840
Oct 947 10.11 1034 945

COTTON 50500; cento/Ebe

Qose Previous HtgtYLow

Oct 8037 5942 6025 58.12
Dec 6136 5948 8123 5922
Mar 6149 8045 0230 0025
May 6259 6143 6200 6120
JU 6340 82.13 6340
Oct 62.10 61.70 6140
Dec 6248 6140 6250 8230

ORANGE JUICE 16500 toe; certstos

Chicago
SOYABEANS 5.000 bu mh centalTOb bushel

Ctoee Previous Wgh/Uwr

JU mm 7100 704M 600/0
Aug 689/0 711/4 707/0 881/4

S«P 701/4 713/8 710/0 665(0
Now 704/4 717/0 713/0 6873
Jan 700/0 719/4 716/0 693/0
Mar 708/0 718/4 717/0 eaa/o
May 710/4 719/4 7ia/o 700/0
JU 708/4 720/4 720/0 700/0

SOYABEAN OIL 60300 Ibx centaAb

Ctose Previous Htoh/Lcw

Jul 24.40 24-80 24.73 2345
Aug 24A3 24.77 2440 yaws

2443 2442 24.00 2345
Oct 24.78 2537 2530 2437
Doc 2448 2540 25J0 2447
Jan 2534 2530 2540 24U5
Mar 25.15 35.35 2540 2440
“ay 25.13 2555 26.40 2440

SOYABEAN MEAL 100 tons; S/ton

Ctose Previous Wgh/Low

JU 2234 2214 223.6 2163
Aug 2214 220.7 mid 2133
dep 2204 2204 2214 2133
o» 2164 2204 22\J 2133
Dec 2214 2224 2234 2144
Jan 2214 2214 2225 2103
Mar 2194 pg?? 2223 2173
May 2193 2235 2205 2163

maize 5,000 bu min; oenta/SOb bushel

Ctose Previous Wgh/Low
JU 230/2 234/4 234/4 223/4
Sap 2386) 241/4 342/0 229/4

245/4 261/D 249/4 . 239/0
Mar 252/4 258/2 256/0 246/2
May 256/2 260/4 259/0 250/0
JU 25812 260/4 2S9/D 250/4
Sep 248/0 249/4 250/0 244/0

246/0 248/2 24V4 £38/0

WHEAT 6500 bu min; csnta/BOBvbushei

Ctose Previous W9hfl3w
JU 293/4 29062 297/0
Sep 288/8 289/4

306/4 309/B 312/0
314/4 310/4

May 312/2 311/0 314/0 306/4
307/2 307/0 soon

UVECATTlf 40500 lbs: cantatt»

Ouse Previous Hghftjgw
74500 74500 73.725

S? 75323 75575 74575WQ 78500 76275 76250 73550

Ctoee Amicus HbMjOW 76300
75300
76.825

75350
78300

75.700

78300
JU
Sep

12156
12425

120.60 12130
124.75

12835

1 TS-5Q Aug 72300
73.750
72.700

73300
72300

73750
72350

Nov 126.70 12SSO 12330
uvt HOGS 40,000 tbe canta/tai

Jan

12930
131.45

131.45

1SL«
130.45

128.75

130-95
13155
12935
12935

12845 124.25

127.00

0
0
0
0

Ctose Previous FOah/Low

May
JU
Sep
NOV

0
0
0
0

JU

&
Dec
Feb
Apr

48375
47-475
43026
44.850
44-475
43-475

48325
47.225
43X50
44300
44376
48300

48300
47.700
43360
44300
44300

47300
46325
42275
44.025
44375

1 BOOT Jun 48.750 48360 40300 40300
1 .REUTERS (BasttSeptemtier 18 IflSl _ 0 40300

JU.12 JU 9 until ago
r*UHK BELLIES 40300 lbs: canteA,

1707J 1708-4 10463 15613
Ctose Previous HfpVLwt

1

DOW JONES (Ban: Dec. 31 1974 m lots
JU 39X25 39300 39.800 38-400

JUS JU 8 moth age yrago Feb 48.775
37+050 37.800 36j<00

Spot 12357
Futures 13630

120.17

121.00

11934
121-03

11803
118-40

Mar

“w
Ju

46.150

47300
46300

40.150

47300
48300

48.400

0
0

45200
-0 .

40300
0 0
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More downward pressure on equities
By SteveThompson

rowing requirement and the
THE recent uncertainty in the KE? °f ri?ltsJ8BUe ~ over

STSfflSraa e~* at cma ofK
downward pressure and the
market falling towards the bot-
tom end of its perceived trad-
ing range of 2,600 to 2^00 on
the FT-SE 100 Index.
Senior dealers were hard

pressed to come up with a good
reason for the market’s latest
unhappy showing but there
was a growing feeling in some
areas of the City that the gov-
ernment's sale of its remaining
near 22 per cent stake in BT
may not be going quite as well
as some would have it
“There is something unsettl-

ing the market and it's defi-
nitely not rights issue stories;
with BT3 so close, the authori-
ties would not have allowed
any other substantial calls."
said one dealer.

He pointed out that Wall
Street had made a relatively
comfortable opening, despite
widespread worries that the US
market could be overbought
and that the big Continental
bourses had performed well
yesterday, with the Dax up 20
points and the Paris market
rallying well.

“The domestic economic
news Is okay, which leaves one
thing - BT3,” he said. Worries
about the drain on institu-
tional cash balances, following
the massive government bor-

the UK
agency brokers put it bluntly;
The Institutions have run out

of cash.”

The Share Shops deadline for
BT3 applications was 3.30pm
yesterday with the Public Offer
closing at 10am tomorrow. The
international and retail bmHpr

closes at 5pm on Friday with
dealings commencing on Mon-
day.

Carr Kitcat and Aitken, the
stockbroker, issued a bearish
review of BT yesterday, claim-
ing that consensus profit esti-
mates for the company “are
too high." The broker lopped
£520m off its current year esti-

mate and £650m off that for
next year, citing "ominous reg-
ulatory developments and a

"downbeat BT3 prospectus."

The equity market opened on
a drab note and was on the

retreat for the rest of an unin-

spiring session. The FT-SE 100
was down almost seven points
by 10 o'clock, staged a minor
rally towards midday and then
embarked on a further slide,

eventually closing a net 12£
down at 2.S3D.9, Its lowest point
since June 4, and a fall of

almost 70 points since thtFstart
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of the month.
Turnover yesterday was a

lowly 448.1m shares, with non-
FT-SE 100 stocks accounting
for 61 per cent of the total.

Monday's are traditionally low
turnover sessions for the mar-
ket and dealers are worried
that activity will remain, under
pressure for the rest of the
week. The value of customer
business transacted last Friday
was £L23bn.
The outbreak of price war

among the UK tabloid newspa-
pers. instigated by the Rupert
Murdoch-controlled Sun, trig-

gered some sizeable selling of
the newspaper companies with
Mirror Group shares notably
weak along with United News-
papers.

Composite insurance stocks
were given a rough ride as ana-
lysts began to count the costs

of the floods in the US. Banks
provided one of the FT-SE 100's

few firm spots In TSB where
there was talk of the imminent
sale of the Hill Samuel mer-
chant banking operation. Oil

shares were helped by a fur-

ther rise In crude oil prices.

Account Dealing Dates
fW Oaattnffr

Jun 2i M 5 Jul 19

Option Doctaratloaa:
Jul 1 Jut 15 JU) 29

lAStDrtdbpK
JJ s Jti IB Jul 30

Account Day:
Jrt 12 JJ 36 Aug 9

I I -SE Actuaries' .Share indices THE UK •KE^tjEi'n

FT-SE IOO

2830.9 -12.3

FT-SE NOD 250

3228.6 -4L2

FT-A ALL-SHARE

1406.16 -5.30

•Mm ttma rturttnp. may take place from
Rattan two nurture days tartar.

BAe rises

on sales

hopes
SPECULATION of a lucrative

order and news of an improve-
ment in car sales sent British

Aerospace sharply forward yes-

terday. Talk heard last week
that Sau<H Arabia was about to

announce a substantial order

for Airbus aircraft gathered
momentum, with the order
said to be for both the A320
and A340 aircraft

Buyers were further
attracted by news that sales of

Rover cars rose by 13 per cent

in the first half of this year,

above market expectations.

Analysts also predicted that

the company's regional jets

joint, venture with Taiwan
Aerospace was about to be
completed. Yesterday the stock

surged 15 ahead to 420p in
brisk trade of 5m shares.

Mr Keith Hndgftinson at Leh-

man Brothers believes the
shares will remain in the 400p

to 450p trading range in the

near future and predicted that

they will rise to more than

500p next year.

Devenish deal
Drinks group Boddington

finally exited from J-A. Deven-
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ish yesterday as it off-loaded
the near 20 per cent holding it

had been sitting on since its

failed attempt to land its rival
two years ago. Boddington's
stake had been overhanging
Devenish since and prompted
continued speculation that the
northern brewer would return
to the fray - a threat dispelled

last month by the bid for
Devenish by Greenalls.

The Boddington disposal
now clears the way for the
smooth takeover by Greenalls,

whose £2l4m bid has since
been recommended by the
Devenish board.

Boddington was said to have
sold its holding at an average
of 360p a share - a healthy
premium to the average Slip a
share it paid in July 1991 when
it was building up its preda-
tory stake. The sale price was
also at a premium to the 356.5p
cash alternative offered by
Greenalls, whose all-paper

offer valued Devenish at 390p a
share. The main reason for the
high bid price had been to pre-

vent Boddington’s from re-bid-

ding, Boddington shares stead-

ied at 277p, Greenalls slipped 2

to 354p and Devenish a penny
to 363p.

Newspapers hit

The outbreak of tabloid price

wars sent newspaper shares

into a tafispin. After The Sun
cut its cover price by 5p to 20p
and the Daily Mirror returned

fire with a one-day offer to buy
the paper for only lOp, heavy
trading in Mirror Group News-
papers pushed the price down
14 to 153p. Volume in the
shares, which have enjoyed a

strong run lately, was &3m.
Casualties spread through-

out the popular press as some
investors feared that News
International’s strategy may
take the Sun's price lower if it

was reaping sales, while others

believed that the furore was
merely a summer campaign.

United Newspapers - exposed

to the price battle through the

Daily Star and Daily Express -

lost 7 to 535p. Daily Mail and
General Trust shares fell back

£1K to £99. Shares in News
International, owner of The
Sun, lost a penny to 215p.

Analysts felt that although

Mirror shares had taken a

knock there was underlying

support for the stock amid the

uncertainty sparked In the sec-

tor. One dismissed the fall as

“a knee-jerk reaction".

A stock overhang resulting

from a large sell order was said

to have unsettled Kwik Save

and the shares came off 16 to

69lp. Dairy Farm was identi-

fied as the buyer of 600,000 of

the rumoured 1.5m line, with

some suggestions in the mar-

ket that a further block of

stock may be around. The
Dairy Farm purchase takes its

stake in Kwik Save up to 29.4

per cent
Avonmore advanced 7 to

150p after announcing the pur-

chase of a Midlands dairy busi-

ness, although the news

depressed Northern Foods, off

5 at 25lp. „ „ ..

Results from MFI Furniture

were at the bottom of most

analysts expectations,

although the recent weakness

EQUITYfutures and options TRADING

PRE-BT3 excitement was
blamed for thin volume in the

stock index futures, with

investors thought to be saving

themselves far trading in the

stock, Christine Buckley
writes.

A total of 6,618 lots were

traded in the FT-SE 100 Sep-

tember future in a range

whleh stretched from 2,850 at

its high point about half an

hour into the day's trading to

its low of 2,825 which was hit

about 3pm when any optimis-

tic signs from the US were

dampened by a subdued Wall

Street opening.

“There were just not tbe

institutional buyers out

there,” said one trader.

The directionless trading

which has been one ofthe

main features of the futures

FT-A AH-Sharo Index excitable state after the wave
of takeover fever in the sector,

1,450 - — traded nervously while await-

.1,440 ing a statement by Mr Peter

_^ -i Brooke, the national heritage
secretary, on ownership rules

1,420 • Jr ~l- — far itv companies.
1.410 ' - -V*\— Anglia TV fell back 15 to

1,400 320p; Central Independent TV
_ / I# lost 52 to close at 1978p; Scot-

7,380 -i-
tish TV, which also saw Mor-

t.380 V gan Grenfell’s stake fall to

1,370 ;
— ' < below 3 per cent, gave up 15 to

Ma* 1093 M
524p; Yorkshire-Tyne Tees TV

Equity Shares Traded lost 8 t0 196^ C***011 Com-
H *

munications retreated 10 to
rumovor by volume frnakxi) 767p. LWT Holdings pref

SSSSSSS™* shares iostWtoJSSp and

300 . Granada fell back 4 to 407p.
• „ Mr Brooke’s statement came

J
-

_

" " Y” late in the trading day and said
• IrffjS

i
jTT'jjf h

~
little other than he was review

-

ji., - J
|

- ,m/ * m ing the rules. One specialist
400

iili-llllfi; said that investors are puzzled

1 MflU I

by ^ complexity of the own-
200 filllUiliig - ership rules and the sector is

milililiKHlf suffering uncertainty. He said

0 JalMipfllMiKpfl , however that there was a
1893 growing market expectation

sauce: ootaswwm that some consolidation in tele-

vision ownership was an inevi-

in the share price meant it tabfiity.

closed the session l’A ahead at Weekend press speculation

imp. that the chairman and chief

Flat sales figures from Darty, executive of Spring Ram, the

the French electrical retailer troubled building products
owned by Kingfisher, hurt the group, may resign saw the
shares which fell 11 to 589p. shares advance rapidly, closing

Nervous trading in Tiphook, 5V» to 54p. However, sources
the container rental group sent close to the company were still

the shares Anther into retreat, insisting yesterday that Mr Bill

ahead of tomorrow’s figures. Rooney, who was returning

The shares fell another 14 to from holiday, retained the sup-

274p. port of the board and would
Reports that BAA, the UK only volunteer to resign one of

airport operator was in discus- his posts,

sions to take a stake in Chica- Light profit-taking and a big

go's O’Hare airport, left the seller of Commercial Union
shares 4 lighter at 709p. How- seen early in the day left the

ever a further decline was pre- shares trailing 11 to 604p. Wor-

vented by news of a 42 per ries about the floods in the US
cent increase in passenger traf- and the constant fear of horri-

fic for the month of June, canes in the US was also said

against the same time a year to have played its part in the

earlier. decline. Those same fears hurt

Shares in conglomerate Tom- General Accident leaving the

kins tumbled 11% to 212'/ip to shares 8 lighter at 613p.

make it the day’s worst per- Several stocks in the aero-

former in the FT-SE 100. space sector benefitted from
Strong selling saw volume rise the speculation of a big aircraft

to 6m shares, as the group order from Saudi Arabia. These

reported figures at the bottom included Rolls-Royce where
end of market expectations. the shares advanced 5'A to

Profits jumped 29 per cent to L42'Ap, on volume of 3.3m, on

£171m but analysts were par- suggestions that it was in line

ticularly unhappy with the to win the order for the

lack of detail on the perfor- engines that will power the air-

mance of RHM. which it craft bought by Saudi Arabia,

acquired last year. Tomkins* Dealers were also cheered by

prediction of namings growth reports that the UK govern-

or between 13 and 14 per cent ment plans to raise the ceiling

flicn left some analysts unixn- on foreign ownership in both

pressed. Rolls and British Aerospace,

Television stocks, still in an from the current level of 298

FINANCIAL TIMES EQUITY INDICES

July 12 July 9 JufrB •My 7 JUy E ago * Law

2221.1 2229* 22Z7.8 2234.1 msn 1990* 2289.5 2124.7

4JB 4.14 4.14 4,13 4.12 4*0 4*2 4*7
4*5 4*3 4*3 4*1 4.91 7.06 6*3 4*2
25*7 2S*B 25*8 2&08 26.09 17*5 26*7 19.40

23*8 24*7 24*8 24.16 24.19 19*1 24*0 1*14

?»« 222* 229* 239* 233.7 95* W*

on (Sr. yWd
Earing yU % M
PTE ratio nd
P/E ratio m
qm Hoes
lor 1983. Ordnaiy ahsra index rince campaaHar hign 22915 KV3783 - km 40.4 2UV40
r-ysn Minm Index since complalkrt lugh: 734.7 1612/83- Ion 43£ 38710/71

ttow. OrtfrtBY sh»e 177/35; Gold MM 12/0/55.

Orton Stem bo®* eteogn

Open bjbo ia*o tun 12*0 13*0 14*0 15*0 10*0 tflgti Lon

jvntn 2226.1 MU 2229* 2225.2 2224* 2224* 2220* Z22T* 2228* 221 7

J

July 12 Jriy 9 July B July 7 .Mr B Year ago

26.1B2 27*16 24*51 25*57 23*37 10*58
1227* 12011 1155.6 950.3 883*

. 30,471 28,060 29,706 28,069 23*33
- 552* 6737 538.4 451* 3717

SEA* Bawrina
Equity Tumwrar(Eni)t

EquBy Bacgafint

Sterna traded loUJt

7 Enduring kitra-rorthM butkiasa and oimasn turnover.

London report and latest Shan Index

TbL 0891 123001. Cafe charged at 36p/rohtt cheap tm 48p at afl atm Van.

market continued with little

prospect of a change as dealers

struggle to find a handle on

economic prospects.

The September Footsie con-

tract started the day at 2344

and closed 3 points lower at

2,841. It was 3 points ahead of

ite fair value premium to cash,

which is 7 points.

Traded options also suffered

from low volume, a total of

16,553 lots being traded,
against last Friday’s 24,314. Of
the stock options, BAA was
the most active with 1,517 con-
tracts dealt

The expiry of the July con-
tract cm the Euro FT-SE X00
option - which is due this

Friday - was seen to stimulate

some action, with a squeeze
pushing its volume to 1,012
lots.

per cent to between 40 and 50

per cent. Rolls-Royce reached
its limit last month but
remains attractive especially to

US buyers some of which have
had to settle for warrants
issued through Lehman
Brothers.

Another possible beneficiary

of an order from Saudi Arabia
is TI Group, whose subsidiary

Dowty manufactures the land-

ing gear on the Airbus air-

crafts. The shares firmed 2 to

338p. in thin trading Bid spec-

ulation returned to Lucas
Industries and the shares fin-

ished 2 ahead at 148p. Volume
was a 2m-

MARKET REPORTERS:
Steve Thompson,
Joel Kibazo,

Christopher Price,

Christine Buckley.
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FT-SE 100 2830.9 -14 28432 2845* 28413 24783 «
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CROSSWORD
No.8,200 Set by DANTE

ACROSS
1 Corrupt passage (6)

4 Keep a supply of drugs in

the kitchen! (6-3)

9 Softer sort of wood (0)

10 Deck in a thousand-tonner,
possibly IS)

12 Misplaced trust in a nudist

(8)

13 Make merry, taking m a
show (6)

15 Forced to return the cheese

(4)

16 Paperhanger who mails his

account? (10)

19 Having too high an opinion
of a naval officer’s position?

(10)
20 Hits back in fight (4)

23 Pleads, we hear, for

approval (6)

25 One files from such crimes

(8)

27 Pushed into side issues (8)

26 Rush job? (6)

29 He ignores a country's cus-

toms when travelling (8)

30 Tenant in the French dio-

cese (6)

DOWN
1 It offers protection from
French underworld dealer
(7)

2 Excellent start unusual in

shoot (5-4)

3 Do they keep to the beaten
track? (6)

5 Sailor on northern stretch

of water (4)

G Third party insurance for a
girl's honour? (S)

7 Tart churchman (5)

8 Gossip later, perhaps, about
a non-drinker (7)

11 Is in the way in a ship, but
helps (7)

14 New-fangled sort of wheel

W
17 Interpol's star performers?

(3-6)

18 Sauce required for a formal
dinner? (8)

19 More than master the sub-

ject? (7)

21 Note answer in book (7)

22 Go looking for a scrap when
surrounded by the enemy
(6)

24 Possibly the last word from
Paris (5)

26 A small number turned up
at church no longer (4)

Solution 8,199
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CURRENCIES, MONEY AND CAPITAL MARKETS
FINANCIAL FUTURES AND OPTIONS
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French rates jumpy
FT LONDON INTERBANK FIXING

French money market rates

were jittery yesterday
reflecting: uncertainty about
the immediate outlook for the

franc, writes Stephanie Flan-
ders.

The nature of the pressure
(being the franc makes it diffi-

cult for traders to know which
way to jump. The market still

feels that- the- French authori-

ties are desperate to cut inter-

est rates for the sake of the

domestic economy. But there is

a realisation too, that the sell-

ing of the French currency is

exerting upwards pressure on
market rates.

UK clearing bank base lending rate

G per cent

from January 28. <993

Three month French money
market rates moved slowly
upwards through the course of

the day, closing at around 7.87

per cent compared to their
opening level of 7.75 per cent
One dealer suggested this was
more for lack of anything
better to do than any clear
sense of direction.

French Interest rates futures

markets were even more

«U4VUUMA4 kv MW 1.IHKI4QD UVU4
this morning's opening.

The Bank of England

(1180 am. Jd 12) 3 rnonOis US dafifli

Wd 3A I offer 3&

6 months US Dootrs

forecast a small shortage of

£850m in the morning which
was later revised upwards to

£900m. This was dispatched by
early afternoon In discount
market dealing. Overnight
rates fell to 4 per cent
Further out, rates were

mostly unchanged. The
three-month interbank rate

continued to reflect a very
slight easing of monetary
policy by the autumn.
Generally UK money

markets were quiet with
dealers distracted by events on
the continent They were also
awaiting a string of official

data due this week. The first of
these, May's producer prices
index, failed to move the
markets in any way. One
trader said that traders were
preparing for a long, dull
summer.
• German call money

traded in a .
relatively broad

span of 7.35/50 per cent
yesterday as the market
weighed up the chances of a
cut in key Bundesbank interest

rates to allay tensions in the
EMS currency grid. At the end
of last week call money had
been at 7.40/45 per cent.

even a reduction of the 8425 per
cent Lombard rate.

Hw fixing ratal are the arithmetic means minted to (ha rarest oim

-

sixteenth, of the Hd and
ottered ram tor SlOra quoted to the mericat by Aw reference banks at 1180 am each making
day. The banks are National Wsrimliwtor Bank. Bank of Tokyo. Deutsche Bank. Bsnqua NaBonte
ris Parte and Morgan Guaranty Treat.
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m oar Mi terire writ
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Pravtous day's open M. 42753 (43381)

* Contract! traded on AFT. Oaring prices shown.
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ESL VOL (tnc. figs, not shown) 65 (421)
Pravtous day's open InL 13485 (13419)

Estimated reluma 24275 (28871)
Pravtous dVs open tat 81383 (81974)
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FOREIGN EXCHANGES

Germany supports franc
The Bnodesbank intervened to Bundesbank to shave a few decline of the franc once the

support the French franc yes- basis points from the repo rate Bundesbank had left the mar-

terctay as the French currency when it is announced tamor- ket cast doubt on the German
continued to face strong specu- row. The more important possi- authorities’ ability to hold out

lative pressure, writes Steph- bility is a cut in the German “The bottom line,” said Julian

anie Flanders. Lombard rate when the Bund- Jessop at Midland Global Mar-

in early morning trading the esbank council meets on kets in London, “is that Ger-

franc fell as low as FFr3.4125 Thursday, but opinion is mans will cut rates if they

against the D-mark, less than 2 divided about whether this will have to.”

centimes above its ERM floor occur. Some thought that even a

against - the D-mark of “There is increasing opti- cut in German rates would not

FFr3.4305. The intervention mism that there will be further be enough to avert a crisis:

caused some firming in the rate adjustment before the “this is about confidence in

middle of the day, but after- summer recess,” said one Lon- two economies not the level of

wards the franc continued to don-based dealer. “But the peo- interest rates,” one London-

£alL closing at FFr3.416 from a pie expecting a cut on Thurs- based trader opined,

previous FFr3.399. day are being a little The dollar benefited from its

The Bundesbank’s purchases premature.” status as a safe haven cur-

of francs came after supportive On balance, most thought rency, as well as the feet that

comments by Mr Theo WaigeL that the Bundesbank would do European interest rates are

the German finance minister, its best to hold out until the expected to fell soon. It made
who reaffirmed the close ties council meeting on July 29 steady gains against the

between Germany and France before a further cut in rates. D-mark to close at DM1.729
and expressed confidence in Rate reductions before then from Friday's close of

the fundamentals of the would risk a domestic bond DM1.721.20.

French economy. market backlash, since little During the day, sterling

The day's developments con- has changed to German eco- seemed to benefit from its iso-

firmed the market belief that nomic conditions in the ten lation from the ERM. but it

to have a positive effect, action days since rates were last cut later closed unchanged against

to support the French currency However, the precipitous the D-mark at DM2J>5.

would have to come from Ger-

many, rather than France.
“Because the trigger for recent

events has been the French
need to cut Interest rates, trad-

ers are not likely to take an
Increase in French rates seri-

ously,” one trader said.

Dealers now expect the

£ IN NEW YORK
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as 4
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43$ ft

*6*1 ft

St 2
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iS
^

31 ft.
17$ ft

Cont&iuod on next page
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AMERICA

Dow subdued
in cautious

start to week

EUROPE • 1

Frankfurt bourse sets a new three-year lUgn

Wall Street

US share prices were stuck in a
arrow range amid light trad-

ing yesterday as dealers and
investors prepared for this

week’s important inflation data

and the start of the quarterly

reporting season, writes Pat-

rick Harverson m New York.

At 1 pm, the Dow Jones
Industrial Average was up 1.66

at 3,522.72. The more broadly

based Standard & Poor’s 500
was 0.60 tinner at 448.73, while

the Amex composite was up
2.51 at 436.88, and the Nasdaq
composite up 1.33 at 707.14.

Trading volume on the NYSE
was 115m shares by 1 pm, and
rises outnumbered declines by
894 to 831.

The week opened on a sub-

dued note, with volume light

by recent standards and prices

trapped close to opening val-

ues. The lack of activity was
due primarily to caution ahead
of this week's Inflation figures.

The June producer prices

index is due to be released

today, and the consumer prices

index tomorrow, and although
analysts have forecast good
inflation news, investors were
reluctant to trade in front of

the figures.

The start of the reporting
season, which will get under
way in earnest this week, also

seemed to be keeping many on
the sidelines.

Ford, which has been well-

bid in recent weeks, ran into

heavy selling alter a down-
grade by the broking house
Salomon Brothers, and a cut in

its earnings forecast. Salo-

mon’s analyst said that he was
concerned by the deterioration

in the manufacturer’s product
mix. in particular its growing
reliance on fleet sales. Ford fell

$2'/» to $50 in volume of 1.4m

shares.

The rest of the sector, how-
ever, held up reasonably well
in spite of suffering a brief set-

back at the opening. General

Motors finned $'/< to $47% and
Chrysler eased only %% to

$47%.
The Federal National Mort-

gage Association, the country's
largest mortgage provider,
climbed $1% to $85% in busy
trading after the company
announced second quarter
earnings of 8458.8m, the 22nd
consecutive quarter of record
profits.

Merck eased $'/* to $34% in

response to the announcement,
released late last Friday, that

Mr Richard Markham, the com-
pany's president and chief
operating officer, bad resigned.

Aluminum Company of
America (Alcoa) fell $% to

870% after reporting second
quarter earnings down 21 per
cent before special items, from
a year earlier.

Home Shopping Network
climbed 8% to $13% in volume
of 25m shares after its main
rival the QVC Network, pro-

posed a merger between the
two in a stock swap transac-

tion. QVC. traded on the Nas-
daq market, Jumped $2% to
$67%.

INSTITUTIONAL enthusiasm
for German equities, and the
interlinked strength of the US
dollar gave bourses a reason-

ably good day. writes Our Mar-
kets Staff.

FRANKFURT extended its

official session to make up for

early technical problems, and
ended the official session close

to its best. The DAX index
closed another 20.76 higher at

1,818.17, its highest for nearly
three years. German turnover
fell back to DMlO.ebn after Fri-

day’s DM145bn.
Mr Nigel Longley of Com-

merzbank in Frankfurt cred-

ited G7 tariff cuts, and appar-

ent agreement about the
prospect for further interest

rate cuts between the Chancel-
lor, Mr Helmut Kohl and the
Bundesbank president, Mr Hel-
mut Schleslnger, for the chang-
ing tide of US, French and
domestic investment opinion
about German equities.

“A couple of weeks ago." he
said, "everybody bad decided
what to buy in Germany -

once the market had consoli-

dated between 1,650 and 1,680.

It did not consolidate." he

added, "and it impressed a lot

of people that German institu-

tions were buying strongly in
the latest rally".

The institutions were appar-
ent yesterday when share price

rises were mixed in scale but
the market leaders, Daimler,
Siemens and Deutsche Rank
rose by DM16 to DM666,
DM12.20 to DM655.50, and DM9
to DM734L50 respectively.

A number of the big blue
chips, inrinding1 the Bavarian
mortgage banks, and BMW and
Hoechst, did relatively little;

and Volkswagen actually fell

DM1.80 to DM371A0 on news
that papers had been found in
connection with allegations of
industrial espionage against
VW by the General Motors sub-

sidiary, Adam Opel
VW was as much as DM9.50

lower on the Ibis market
where, after hours; profit-tak-

ing took the indicated DAX to

1,806 before it closed at

L80&81.
PARIS took little inspiration

from domestic news, either the
slightly better than expected
June inflation data or the three
times oversubscription for the

I n-sE Actuaries Snare indices
f
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“Balladur” bond. In spite of

continuing pressure on the

franc in the currency markets
the CAC-40 index moved up
6.52 to L997-2?-

Roussel-Udaf eased FFr17 to

FFr558 as the stock was
requoted following the sale by
Rhone Poulenc, up FFr3.30 to

FFrl49.00, of its 35 per cent
stake which was priced at

FFr563 per share.

Accor gained FFr19 to FFr642
on news that an Australian

group planned to purchase its

hotel interests in the Asia-Pa-

cific region.

AMSTERDAM'S CBS Ten-
dency Index gained another 0.6

points to 1173 with strong
overseas interest seen in DSM.

FI 450 to FI 9930 as it benefited

from recent interest in cycli-

cals. The shares have risen by

more than 46 per cent since

they hit an all time low in

March.
MILAN remained subdued

ahead of today’s expiry of

options contracts, while inves-

tors were also awaiting details

of the government's budget
proposals which are expected

later this week. The Comit
index dosed up 1.76 at 546.00.

Many of the budget details

have already leaked out in the

domestic media. According to

NatWest Securities in London,

the proposals are expected to

bring further spending cuts.

rather than new taxes.

Fiat gained L77 to at

the fix, before easing back to

LG.435 ozi the kerb as profits

were n. There have been

repeated rumours that the Ital-

ian group might be considering

a strategic alliance with Peug-

eot.

Ferruzzi fell L46.10 to

L416.70: an executive of a sub-

sidiary was arrested at the

weekend in connection with

the wide-ranging investigation

into bribery.

BRUSSELS outpaced most
bourses as foreign buying took

the Bel-20 index op 16.77, or L3

per cent to 1,318.33 in high

turnover of BFrl.2bn,

Ms Alison Kirk at Williams

de BroB said that the share

price gains were broadly based,

reflecting the potential effect

ofGerman interest rates, and a

rising dollar on the Belgian

corporate economy.
STOCKHOLM closed at a

new high for the year, mainly

in reaction to the strength of

the dollar. The AfHrsvarlden

general index gained 12.40 or

1.1 per cent to 1,127.60 as turn-

over dropped to SKr755xn from

Friday's SKrSTlm ...
Ericsson B shares, the day’s

most active issue, rose to an all

time high with a gam of SKr4

to SKr352.
The building and construc-

tion sector rose by 4 per cent

on hopes of economic recoveiy,

with Skanska up SKr7 to

SKrl25
VIENNA'S ATX index, ended

836 higher at 876.75, but the

move did not reflect the mar-

ket's real gains as four stocks

went ex dividend, including

the miner. Veitscber. which

rose SchlG. ex a Sch6 dividend,

to Sch272 and the builder. Uni-

versale, which fell Sch5 to

Sch935. ex Sch20.

ISTANBUL recovered some

of last week’s losses, although

most investors remained ner-

vous in spite of an indication

from the government that

tougher action would be taken

against the Kurdistan Workers

Party, which is seeking a sepa-

rate homeland in south east

Turkey. J . ,

The composite index gained

4623 or 4.5 per cent to 10,745.0

in turnover down to TL554bn

from Friday's TL839.5bn.

ASIA PACIFIC

Canada
Nikkei average rises on hopes of an interest rate cut

TORONTO’S gold and energy
issues rebounded from last

week's soft levels, taking the

TSE 300 composite index up
1536 to 3342.79 after a week of

consolidation. Volume Fell

from 33.6m shares to 22.4m.

Precious metals shares were
outstanding, the gold and sil-

ver index showing a gain of
166.14. or 1.8 per cent to

9,32938 at 12.30 pm. but oil and
gas shares were not for behind
with a noon rise of 6234 to

4.712.64.

Tokyo

SOUTH AFRICA
GOLD shares receded from
higher opening levels as inves-

tors remained wary of bul-

lion’s short term potential,

some brokers said. The golds

index finished jnst 4 up at
1.976 after a day’s peak of
2,018. Industrials weakened 21

to 4,638 and the overall index
declined 14 to 4,103.

HOPES OF an interest rate cut

brought buying and this,

together with speculation on a
reduction in income taxes,

enabled the Nikkei average to

break briefly through the
20,000 level during the session

for the first time since June 16,

writes Emiko Terazono in
Tokyo.

The 225-issue index was
finally 102.61 firmer at
19380.00. after a day’s high of

20,011.70 and low of 19,88939.

Prices eased back later from
their earlier highs on reports

of the bankruptcy of an over-

the-counter company
,

and
uncertainty over financial sup-

port for EIE International an
unlisted speculative property
developer.

Volume fell to 230m shares

From 473m. Advances led

declines by 542 to 419. with 181

issues unchanged. The Topix

index of all first section stocks

rose 5.06 to 1,613.68. In London
the ZSE/Nikkei 50 index was
unchanged at 1327.62.

The yen weakened as the US-
Japan bilateral talks ended
with a trade framework agree-

ment calling for Japan to

decrease its current account
surplus by increasing domestic
demand, and expanding mar-
ket access for foreign products.

The dollar closed Y1.60 up at

Y109.93, helping leading
exporters. Hitachi appreciated

Y10 to Y851, Matsushita Elec-

tric Industrial gained Y30 at

Y1300 and Toyota Motor added
Y30 at Yl ,580.

Long Term Credit Bank and
trading creditor banks of EIE
International announced that

they would abandon restruct-

uring of the company and
write off their exposure. Sea
Com, an affiliate listed on the
second section of the TSE, was
suspended, while another affili-

ate, Electronic and Industrial

Enterprises. was also
suspended on the OTC market.
Phoenix Electric, a lighting

equipment maker on the OTC
market, was another suspen-

sion. this time due to a subsid-

iary filing for bankruptcy.
Nikkatsu, the movie pro-

ducer which recently filed for

court protection, was the most
active issue of the day. It

accounted for 30 per cent of

total volume and rose Y4 to

Y29 in speculative trading.

Some financials gained
ground on hopes of lower inter-

est rates, with Industrial Bank
of Japan moving up Y10 to

Y3.060 and Fuji Bank advanc-

ing Y40 to Y2.490.

Finn sales ofnew condomini-

ums for June lifted real estate

companies and bousing linked

issues. Mitsui Fudosan rose

Y10 to Y1390.
In Osaka, the OSE average

ended 2339 ahead at 2195832
in volume of ll.6m shares.
Many investors remained inac-

tive ahead of the general elec-

tion this weekend

Roundup

THERE WAS a mixture of per-

formances from the region's

markets yesterday.

AUSTRALIA broke through

the 1.800 level for the first time

since October 1987 as investor

demand spilled over from the

successful flotation of Wool-
worths. The All Ordinaries

index closed 18.9 higher at

13013; trading was extended
by 3% hours to cope with the

new listing.

Shares in Woolworths
readied AS2.98 within a min-

ute of listing, against an issue

price of AS2.45, and finished

with a 36-cent premium at

AS23L Turnover in the stock

was estimated at A$9l.8m,
boosting market turnover to

A$60£2m.
HONG KONG fell back

sharply on selling by overseas

institutions, but losses were

trimmed by late bargain hunt-

ing. The Hang Seng index fin-

ished 118.02, or 1.7 per cent, off

at 635239, after an earlier fall

of 167 points.

The current uncertainty in

Sino-British talks on the future

of the colony continued to

depress sentiment. Turnover
was a thfn HK$2.9bu, against

Friday’s HK$3.3ba
TAIWAN slipped back

slightly on profit-taking and
the weighted index closed 038
off at 4.078.7L Turnover shrank
to T$163bn from the T$21.1bn
registered during Saturday's
half-day session.

The Investment Commission
reported yesterday that new
foreign investment in the coun-

try had declined by 24 per
cent in the first six months,
compared with the same period

in 1992.

On a regional basis, invest-

ment from Japan and the US
dropped by 60 per cent and 24

per cent respectively. However,

investment from Europe
climbed by 72 per cent.

MANILA relinquished a little

ground on profit-taking follow-

ing last week’s rally. The com-

posite index closed 1.71 down
at 1,629.79 in turnover of

3923bn pesos, compared with

Friday’s 3553bn pesos.

SINGAPORE was led lower

by weakness in bank and ship-

yard shares. The Straits Times

.

Industrial index fell 20.45. or-

l.l per cent, to 1,777.16. Volume
dropped to 95.4m shares from

Friday’s 126.3m.

BOMBAY fell in thin trading,

the BSE index losing 33.73 at

2,181.10. Brokers said the

downward trend in the official

trading session continued in

after-hours’ kerb deals.

COLOMBO was firmer on
strong demand for bank and
hotel shares. The all-share

index rose 1135 to 671.45 while
turnover eased to Rpl063m
from Friday’s RpllfL3m.

German powerhouse for Europe
MARKETS IN PERSPECTIVE By William Cochrane
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Austria +3.18 +5.87 +050 +12.69 +7.85 +553
Belgium +1.15 +8.01 +1454 +17.78 +12.73 +10.31

Denmark -0.88 +4,45 +054 +20.43 +16.17 +13.68

Finland +6.91 +14.75 +76.84 +56.41 +45.31 +4251
France — +1.89 +355 +7.75 +9.15 +554 +3.08

Germaiy +5.38 +6.22 +1.45 +16.24 +1150 +9.40

Ireland — -1.52 +2.12 +26.64 +3321 +18.02 +15.48

Italy +1.68 +5.30 +41.33 +32.63 +26.48 +23.77

Netherlands +1.86 +457 +15.43 +17.15 +1253 +10.12

Norway .. +3.20 +9.63 14,63 +2062 +1653 +14.03

Spain -059 -0.42 +11.33 +2062 +6.98 +4.68

Sweden +2.00 +3.31 +27.41 +13.64 +2.89 +0.68

Switzerland +1.59 +3.98 +28.71 17.41 +14.89 +12.42

c* j 1 -0.42 -0.56 +10.18 +1.66 +156 -052

EUROPE +1.25 +047 +1456 +1029 +755 +555

Australia +0.59 +2.73 +3-78 +1131 +1351 +1077
Hong Kong -2.20 -3.57 +14-05 +28.69 +3158 +28.46

Japan +1.62 -2-47 +20.68 +2155 +41.79 +38.75

Malaysia •050 -4.34 +39.71 +2452 +29.82 +26.84

New Zealand — +2.09 +6.18 +9.79 +14.85 +25.71 +23.01

Singapore -1.12 -2.88 +13.41 +15.52 +1958 +16.52

Canada -1.92 -0.05 +024 +10.42 +12.27 +956
USA _.. +053 +0.45 +8-81 +3.02 +5.28 +3.02

Mexico +150 +5.39 +10.10 -758 -557 -7.70

South Africa -0.76 +521 +1959 +32.02 +4154 +38-88

WORLD INDEX +092 •005 +1453 +1079 +16.09 +1350
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Ookkoan Socto A Co, end

E urope, op 2.4 per cent in

local currency terms
and excluding an unset-

tled UK market, took most of

the credit for last week's
03 per cent gain in the FT-
Actuaries World index. Nordic
markets maintained their
recent contribution with a rise

of 1.9 per cent bat Germany
was the powerhouse with a
climb of 5.4 per cent virtually

all of which came last Wednes-
day and Thursday.
Dealers were more bullish

than analysts on Frankfurt
ahead of the event Mr Patrick

Bettscheider, equity dealing
head at Bank Julius Bar in

Frankfort, said last Friday
week that the bank was seeing
strong US demand for scrip,

and that foreign demand for

German equities had been a
feature of its business over the
previous six weeks.
German daily turnover was

moderate at that time, in the
DM6bn .area, but last week it

hit a sequence of DM5.2bn,
DM8.3bn and DM15.5bn.
In DQsseldorf, Merck Finds

said there had been a change
in Anglo-Saxon investment
attitudes, a feeling that the
bottom bad been reached in

the German economic cycle, a
willingness to look through
what will be some dreadful

results for 1993 into recovery
prospects for 1994 and 1995.

In London, however. Nlkko
Securities, a bear of the mar-
ket, expresses the doubts
which many share over the
valuation base of the market
“We believe that the forthcom-
ing reporting season will
reveal that Genian industry is

still suffering from the reces-

sion and that the turaronnd is

not close at hand," says Nlkko
in its current German weekly.

“In addition, the underlying
structuring problems of
reduced international competi-
tiveness and resilient inflation

have yet to be addressed by
the market,” adds the Japa-

nese broking house.
“The market is a fundamen-

tal sen, but in the near term,
inward capital nows and trad-

ers’ reluctance to be short
could mean a brief period of
activity around the [DAX]
1300 leveL”
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NATIONAL AND FRIDAY JULY 9 1993 THURSDAY JULY 8 1993 DOLLAR INDEX

Figures hi parentheses ua Day's Pound Local Inert Gross US Pound local Ymt
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of stock bdw % Index sxJw Mas. on day Yield Mat Index Index Index Max Hgh Lew bpprai)

Australia (68) . —

.

138.60 +0.1 138.70 9686 12481 134.68 +00 3.72 138.48 13756 95.05 122.70 134.63 144.19 11759 145.60
Austria [IB) 147.91 +0.4 14882 10252 132,34 13259 +15 1.47 14750 146.03 101.12 13053 130.66 150.96 131.16 166.79
Belgium (42) 146.96 +0.1 147.07 101.86 131.49 12066 +1.1 4.45 14651 14554 10077 130.09 12756 156.76 131.19 149.16
Canada (108). 127.04 +02. 127.13 88.05 113.66 117.58 -0.1 257 126.78 12559 87.03 11254 117.69 1305S 111.41 12856
Qwmaric (33). 21158 -12 211.74 146.65 189.31 19159 -0.1 1.18 214.19 21254 147.04 169.61 191.40 22554 185.11 24452
Finland (23) 98.99 -05 99.06 6061 8057 11951 -0.1 1.02 99.76 9650 68.46 88.40 11959 100.82 8650 78.68
Franca (96). 151.71 -05 15152 105.15 135.73 139.22 +02 354 152.97 151.85 105.00 13S54 13853 18756 14272 16216
Germany (SOL- - . 11352 -0.4 11350 7850 101.83 101.83 05 2.08 114.30 11352 78.48 10159 101.29 117.10 101.59 12859
Hong Kong (55) 284.61 -05 284.82 19756 254.68 283.38 -0.8 353 286.97 284.50 197.00 254.32 285.55 301.61 218.62 25257
Ireland (IS). 15650 +0.6 15852 10068 140.30 157.03 +1.9 3.44 155.93 154.58 107.04 138.18 15456 170.40 12958 15&62
Italy (70). 6751 -08 67.96 47.07 60.76 80.08 +0.1 283 8854 8755 47.05 60.73 80.03 7252 53.78 6850
Japan (470). ... 146.73 +02 145.83 101.00 130.40 101.ro +1.1 0.82 145.48 14453 99.87 128.94 9957 155.98 100.75 100.47
Malaysia (69) 331.03 -05 33157 229.85 296.72 32076 -05 2.05 333.30 330.43 228.80 295.35 32959 349.34 25156 247.87
Mexico (19). — ..._ 1521.04 +2.3 1522.16 105456 136094 519559 +2j4 095 148651 147358 102025 1317.03 507255 172551 141050 139453
Motherland (24) 166.72 -0.8 16654 11555 149.17 14754 +02 3.73 168.09 166.64 115.39 14856 146.99 172.7S 15059 165.62
New Zealand (13) 52.76 +05 5250 38.57 4751 50.89 +09 458 S250 51.85 3551 4655 50.45 52.76 4056 47.19
Norway (22). .... 157.03 *02 157.14 10084 14050 15556 +1.3 1.0 156.75 155.39 107.60 13851 15453 16651 137.71 17353
Sngapore (38). 248.61 -0.4 248.80 17252 222.44 18034 -05 1.85 24952 247.37 17159 221.12 188.80 262.72 207.04 220.89
South Africa (60) 205.68 -18 205.84 14256 184.03 207.47 -05 2.44 207.79 206.00 142.64 184.13 209.14 211.77 144.72 203.93
Spain (44) 12257 -1.1 122.10 84.61 10952 122.07 -05 455 123.37 12251 84,69 10953 12250 132.82 11553 15151
Sweden (36) . . 16659 *02 teOST 115.54 T49.15 19558 +1.1 i.n 16030 164.93 11451 147.43 T8457 154.06 149.70 19557
Switzerland (50)— 127.05 -0.9 127.14 88.07 113.69 12055 +OI 1.80 128.19 127.09 88.01 11351 120.40 12958 10651 11233
United Kingdom (219). 171.46 -1.0 17158 118.83 153.40 17158 -0.1 484 173.18 17158 11857 153.45 171.68 18159 16200 19058
USA (519)— 183.47 -0.1 183.60 127.17 164.10 183.47 -0.1 2.79 183.81 18252 126.05 162.71 18161 188.27 17558 168.79

Europe (752). ..... 142.88 -08 14258 99.03 127.84 137.70 +05 353 144.01 142.78 9856 127.62 137.45 149.02 133.92 15455
Nordic (114) .. 160.29 -05 160.41 111.10 143.42 165.42 +0.7 150 16072 15953 11053 142.42 164.31 171.77 14213 1 90.96
Pacific Basin (713) 149.61 +0.1 149.72 103.70 133.87 107.53 +1.0 1.10 149.48 148.17 102.80 132.45 10650 159.07 10559 107.11
Euro-Pacffic (1465)_.. 146.74 -05 14655 101.70 13159 120.11 +06 185 147.11 14554 10096 130.36 11954 154.05 11758 126.17
North America (627). 17955 -0.1 180.08 124.74 161.04 17098 -0.1 Z79 180.07 17852 123.63 159.60 179.12 18258 17151 16657
Europe Ex. UK (533) 124.82 -0.6 124.91 8653 111.71 117.98 +0.3 2.69 125.63 12454 8656 11155 11756 128.65 11251 13200
Pacific Ex. Japan (243). 188.18 -0.4 188.30 130.44 16857 17356 -05 3.17 18859 18725 129.68 16759 174.12 184.08 15270 172.47
World Ex. US (1 652) 14752 -02 147.63 10256 132.00 12254 +0.6 1.98 14756 14658 10151 13153 121.48 15457 118.51 127.87
World Ex. UK (1952) 157.31 -0.1 157.43 109.04 14077 13885 +0.4 2.11 157.45 156.09 108.09 139.54 137.51 18154 13452 13556
Worid Ex. So. Af. (2111)

—

158.35 -02 15047 109.77 141.70 140.62 +04 259 158.61 15754 108.89 140.56 140.11 162.74 137.29 14053
World Ex. Japan (1701) 167.25 -08 167.37 115.93 149.67 163.67 +00 2.94 167.78 16853 115.19 148-71 .163.66 170-05 157.47 16351

The World Max. (2171) 158.58 -02 158.70 .10952 141.90 141.17 +0.4 2.29 15855 157.48 109.05 140.78 140.68 16286 13752 140.70

Copyright, The Financial Times Limited, Goldman, Sachs & Ca and NatWest Securflfss Limited. 1987
Constituent changes with effect 13/7/93: Addition: Woolworths (Australia). Deletion: ReWnghaus Broader (Austria). Latest prices were Uftavsttable for this edition.
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The Commerzbank report

on German business and finance

How important are administered prices

for Germany’s inflation?

In mid-1991, higher excise duties

caused western Germany’s consumer
prices to go up by more than 4% for the

first time since 1983. Last year, inflation

averaged4% and a similar rate is expect-

ed for 1993. Stubborn rises in consumer
prices are making the Bundesbank hesi-

tant to )ower its key lending rates more
boldly to pull Germany’s economy out of
recession. Occasionally, it is argued that

the distorting effects of administered

prices are partially responsible for the

present high rate of inflation.

Administered prices fali into four

broad categories (see box). Taken to-

gether, the four groups account for no
less than 40% of the goods in the

consumer price index.

Since the basket ofgoods and services

currently used to compute the index was
established in 1985, administered prices

have risen by a total of 16%, or 1.9%
per annum, compared with an overall

increase of 19%, or 2.2% p. a. The two
groups of items subject to direct state

influence (1 & 2) registered an increase

of about 25%, compared with a rise of
6% in the other two categories (3 & 4).

“-Only certain items have
revealed disproportionately

large price increases.”

Unification reverses trend

Between mid-1990 - when monetary
union of the two German states was
effected - and March 1993. administered

prices rose by around compared
with a general increase of 11.4%. The
latter figure was also influenced by the

raising at the start of1993 ofvalue-added
tax, which is not included among admin-
istered prices. At 12.7%, the advance
in those prices that are set entirely by
the government (1) was only marginally

higher than that of consumer prices in

general.

These rough calculations in them-
selves are sufficient evidence that claims
concerning the stale’s impact on con-
sumer prices are generally rather ex-

aggerated. However, the prices ofnine of
the ten goods and services which have
shown the sharpest increase since 1985
are set to one degree or another by the

state.

In order to make the

huge financial burden of
German unification more
manageable, the govern-

ment has raised excise

duties several times over
the past two years and
the charges for municipal

services havealsogone up
- dramatically in the case
of water and refuse dis-

posal. Consumers have
been hit hard by these
increases. For one thing,

expenses of this type now
claim a much greater

share ofincomes. For an-
other, consumers are largely dependent
on public-sector institutions for these
goods and services. As most households
are unable to find substitutes, they can
reduce their outlays only by curbing
consumption.

Given the current state of the public
finances, the outlook as regards admin-

istered prices is not good. While an econ-
omic recovery will generate higher tax

revenues, the growing importance at-

tached to environmental protection will

in itself make many of the relevant ser-

vices more expensive.

Administered prices provide the state

with a powerful tool for influencing

demand and output, either by subsidizing
goods or by imposing a tax on them. This
instrument needs to be used responsibly,
though, in line with genera] policy goals -

e.g. to encourage environmental protec-
tion, energy conservation and higher
standards ofhealth. It should not become
a revenue raiser for fiscal purposes, as the

Types of administered prices*
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negative repercussions on growth of a
massive increase in the tax burden would
undermine the consolidation strategy.
Similarly, the government’s attempt to
boost its revenues by means of higher
administered prices would prompt the
Bundesbank to pursue a more cautious
line.

COMMERZBANK
German know-how in global finance
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